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INTRODUCTION TO THE SECOND EDITION. 


fTlHIS volume lias been tboroughly revised so as to embody 
all tbe changes in the rules i elating to audit, the rule 
defining the financial powers of the G-overnment of India 
and local Governments, rules relating to pay, leave and 
pension, etc , wbicb have been brought about by the intro- 
'duction of the Reforms, and the consequent changes in the 
Government of India Act and the Statutoiy lules issued 
under the Act The primary ob]ect with ivhich the volume 
was originally issued has been kept in view, and all the 
changes which have taken place since the issue of that 
volume, have been explained in a general manner. so as to 
present a broad view of the whole situation 

My thanks are due to Rao Bahadur K. Balarama Iyer 
for the revision of the chapters relating to railway audit 
and audit of stores accounts, and to Mu J, C. Mitra for the 
revision of the chapter on Posts and Telegraph audit 

M. E. GAUNTLETT. 


The 25th May 1922. 




INTRODUCTION TO THE EIRST EDITION. 


TIIHE piimary ob]ect of this volume is to give probationers 
■^in the Indian Einauce Department some idea of the 
piinciples undeilying’ Government audit in India, and a sum- 
maiy of the moieimiioitant lules to be applied in such audit. 

It IS honied however, that it may have a wider sphere 
of usefulness The exposition of pi mciple may be of value 
to senior audit officeis as well as to piobationers 

The volume may also be of some use to officeis of other 
dejiartmeuts, especially to those who, as conti oiling officers, 
constitute an important link in the system of audit. 

As a consequence of the primary object of the volume no 
attempt has been made to include in it any account of the 
system of woik followed, or of the special lules applied, in 
military audit offices But, geneially speaking, that system of 
work is based on the piinciples described herein, and thus 
this volume may also be of some assistance to officers of the 
Military Accounts Department. 

In legard to several matters the present volume deals 
with a tiansitional peiiod. Thus the principles according to 
which re-delegation may be permitted, the resolution which 
will bring together all the financial powers of local Govern- 
ments and the revision of the leave lules are all still unsettled 
It IS thought desirable, however, to issue the volume now for 
two reasons Eiistly, the need foi it is deemed to be urgent^ 
and secondly, it is felt that there can be no finality in such 
matters, and that by the time these questions aie decided 
others will in turn be under consideration. Moreover a 
pioneer volume such as this will probably require revision at 



11 


a comparatively eaily date, and, when tlie questions above 
mentioned have been decided, it may he found desirable to 
issue a new edition in which any defects found in this edition 
can be rectified. 

I desire to express my indebtedness to Mi. Dicksee’s 
“ Treatise on Auditing ” and for the assistance which I have 
received fi’om Mr. Pritchard m the description of the existing 
system of audit of receipts and of the verification of the 
original record, from Messrs. Scott O’Connor and Avery in 
connection with railway audit, from Messis. Levett Yeats 
and Rajagopalan regarding jiost and' telegraph audit and 
fi’om Mr. Eajagopala Ayyar in the chapter dealing with 
expenditure on works. 

I also acknowledge the close scrutiny to which the 
Financial JMembei, the Hon’ble Sir William Meyer, and the 
Secretary to the Government of India in the Finance Depart- 
ment, the Hon’ble Mr. J. B. Brunyate, have subjected every 
portion of the volume, and their valuable criticisms which 
have led^to the improvement of many of the more impoitant 
sections 


M. P. GADNTLETT. 
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An Introduction to Indian Government 

Audit 

Part I 


A general sketch of the purpose and system 

of audit 


Chapter 1. 

The purpose of audit. 

1 Befoie discussing the principles of that paifciciilar 
branch of audit with which it is proposed to deal, it is neces- 
sary to asceitain what is meant generally by the teim 
" Audit.” An excellent explanation can he given hy 
quoting the following poitions of a tiauslation of Sir Waltei 
Henley’s “Tietyce off Husbandry,” a woik which dates 
hack to the thirl eenth centuiy^ • — 

Buy and sell m season through the inspection of a true 
man or two who can witness the business, for often it 
happens that those who lender accounts increase the 
pui chases and diminish the sales Hav e an inspection of 
acco unt, oi caus^ it to be made by some one in whom you 
can trust, once a yeai, anA (have a) ^finhl account at the end 
df 'the 'year Iff'tln^-is any (money), let it he raised and 
taken fiom the hands of the servants If 

arrears appear in the final acconnt, let them he speedily 
laised Look into yonr affairs often, and cause 

them to be reviewed, for those who seive yon ivill thereby 
avoid the moie to do wrong, and will take pains to do better. 
In the first place he who renders accounts ought to swear 
that he will rendei a lawful account and faithfully account 
for what he has leceived of the goods of Jiis lord, and that 
he will ]jnt nothing in this loll save whai~Ee~has to his 
knowledg^pent lawful ly, a nd to his lord’s profit 
And then, if he has lendered account before, see how it 
com pai es, andlf Tie is found in arrears of money, coin, or 


* I am indebted to Dicksce’s ' Treatise on Auditing” for tbis quotation 
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stock, put the whole in stated money yaluation, and charge 
it at the commencement of his roll . . . At the 

end of the year, when all the accounts shall have been 
rendered of the lands, the issues, and all expenses of the 
manor, take to yom’self all the rolls, and hy one or two of 
the most intimate and faithful men you have, make veiy 
careful comparison with the rolls of the accoimts rendered, 
and of the rolls of the estimate of com and stock and 
according as they agree you shall see the industry or negli- 
gence of your seivants and bailiffs ” 

‘‘The loid of the manor ought to command and oidain 
that the accounts be heard every^ ypai, not in one place 
but on all tlie manors, for so can one quickly know every 
thing and understand the profit and loss . . . The 

auditois ought to be faithful and prudent, knowing their 
business, and all the points and articles of the account in 
rents, outlays and returns of slock And the accounts 
ought to he heaid at each manor to know the profit and 
loss, and then can the auditors take inquest of the doings 
which aie doubtful, and hear the plaints of each plaintiff 
and make the fines The stewaid ought to be joined with 
the auditors, not as head or com]ianion of the account, but 
as subordinate, for he must answer to the auditors on the 
account for his doings just as another. It is not necessary 
so to speak to the auditors about making audits, for they 
ought to be so prudent, and so faithful, and so knowing in 
their business, that they have no need of others’ teaching 
about things connected with the accounts ” 

2 Special attention is invited to the clause wliich says 
that the loid of the manor ought to command that the 
accounts be heard every yeai This shows that the word 
auditoi is derived from the Latin “ auditor,” the ancient 
practice being that the parties whose accounts weie audited 
should attend before the auditor and vouch them orally The 
piactice was perhaps necessary in bygone days when few 
people could lead or write. It is possible even that the 
auditor himself could not read but heard the accounts read 
out by the clerks' The men responsible for the accounts 
vouched for the accuracy of the entries, and the auditor 
being specially chosen for his prudence, faithfulness and 
knowledge of the business, was able to satisfy the lord of 
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the manoi that the accounts rendered accurately portrayed 
the exact state of affaiis 

3 Thus in commeicial audit at the present day the main 
object is to piesent before the proprietor or proprietors of 
the business an a com ate statement of the state of affairs 
together -with a profit and loss account showing how this 
position has been arrived at In the case of Companies the 
duty of an auditor is mainly m the interests of the share- 
holders, who are practically sleeping paitneis in the business. 
The dll ectors are the active partners, and the aiiditoi, on 
behalf of the sleeping paitners — the shareholders — has to 
examine the accounts and the balance sheets prepared by the 
directors and to reiioit to the shareholders whether in his 
opinion those, accounts are coriect and fully and fairly 
disclose the position of affairs, or in what respects they fail 
to do so In commercial audit, strictly speaking, it is never 
the duty of the auditor to prepare accounts, but to check 
the accounts which have been prepared: when auditing 
small conceins, however, he often finds them so badly pre- 
pared as to render it necessary for him to build up a very 
large portion of the fabric of the accounts from the initial 
records 

d'. Before leaving this introduction to the subject, atten- 
tion may be drawn to the way in which the principles 
enunciated 700 years ago in this extract still apjily, as will be 
shown in this manual Piompt payment of money into the 
treasury, the strict following up ot arrears, the necessity for 
accounts accurately portraying the facts, the value of local 
insjiection, periodical stock verification and the check of 
'stock with accounts were fundamental principles then as 
they are to-day. Principles which have held good for so 
long a period must contain the essence of importance. 
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Chapter 2. 

The difference between Commercial and Indian Government 

audit. 

5. On pages 3 to 5 of Dicksee's Auditing will be found 
» a set of instructions to commercial auditors some of those 
insti notions are not applicable in Groveinment audit, but 
it may be well to glance briefly at them and then to indicate 
the modifications necessary to make them applicable to 
Government audit in India, and the causes for such modifi- 
cations 

“ (1) In commencing a new audit you should obtain a 
list of all the books kept, and of all persons authorised to 
^ receive oi pay money and oidei goods ” 

" (2) In the case of a ]oint stock company, examine ihe 
articles and boaid minutes respecting the leceipt and pay- 
ment of money, and the draumg of cheques, acceptances, 
etc 

“ (3) Ascertain and take note of the general system upon 
which the books aie constructed ” 

" (4) Report if the accounts and voiicheis have been sub- 
mitted to the boaid of directors by an account committee 
or otherwise, and whethei they have been systematically 
checked and ceitified, and note any discrepancies ” 

“ (")) Examine all tlie items in the cash book with the 
bank pass books and vouchers ” 

“ (6) Note any unusual or extiaordinary payments or 
receipts ” 

‘ (7) In regard to the payments for wages and petty 
cash, note any unusual items, and see that vouchers for all 
payments aie kept and pioduced ” 

“ (8) Report whether the cash book is regularly and 
punctually posted and balanced, and if the balance is 
checked.” 

“ (9) Report also if the entries m the fair cash book are 
in arrear on account of the current year ; and, if so, to what 
extent, and why.” 
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“(10) In all cases wheie biancli establishments are in- 
cluded lu one business you will be careful to examine into 
tbe mode of bringing the returns of wurk, accounts and 
expenses to the h^d office ” 

“ (11) Examine that the iiiTOices are pioperly checked 
as to quantity and prices , obtain a declaiation oi otherwise 
satisfy yourself that eveiy liability of the year is bi ought 
into account ” 

“ (12) Check the postings , and, although you are not 
h eld responsible for the details of classification, it is desir- 
able you should make any suggestions required, and note 
any discrepancies, especially in relation to the division of 
expenditure on account of Capital and Profit and Loss 
Accounts respectively ” 

‘ (13) In the accounts of stock-taking see that all stock 
sheets and returns aie duly signed by the heads ot depart- 
ments, and that the same are coiiectly carried forwaid to 
the General Stock Account and ascertain and note whether 
goods finished or in progress aie taken at cost price oi other- 
wise , also report whether m large concerns an independent 
check clerk or valuer has verified the stock i etui ns in 
regard to prices and quantities ” 

“ (14) In checking the Profit and Loss Account note 
whethei the usual and proper deductions aie made foi w^ear 
and tear and depreciation, and for recouping of capital on 
wmrks or piemises held on shoit leases ” 

“(15) Take caie that in the Balance Sheet no additions 
are made to expenditure on Capital Account, except such as 
are duly authorised by the Board of Directois, and note tho 
distinction betv eem new vvoiks and mere leplacements ” 

“ (16) Asceitamthecoiiectness of the cash balance, bills, 
and other secuiities in hand, and take note ot every excep- 
tional transaction ” 

6 The procedure in commeicial audit can be summaiised 
briefly thus . — 

The fiist step is to ascertain the authorities competent 
to sanction expenditure, to leceive oi pay money oi to incur 
habilities, on behalf of the firm. 
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The second is to undeistand the system of accounts 
followed. 

The third is to check as far as possible the accuracy of 
the original record, % e , the cash book 

The fourth is to see that all transactions are in accor" 
dance with the minutes of the meetings of the Board of 
Directors oi the orders of competent authorities. 

The fifth is to investigate unusual items 

The sixth is to check the compilation of the accounts 
fiom the original record and to suggest corrections m the 
classification of transactions * 

The seventh is to review the piocedure of stock-taking 
and of xincing tlie goods on hand. 


Difference 
totiveen a 
Government 
and a 

■commercial 

firm 

necessitating 
differences in 
audit 
protedm e 


The eighth is to check or pieparethe financial lesults, i e., 
the Profit and Loss Account and the Balance Sheet, irhich 
vill indicate accuiately the position of affaiis. This necessi- 
tates also the investigation of depreciation of property 
(buildmgs, machinery, furnituie, etc), the soundness of 
investments, debts due to the firm, and of the coirect alloca- 
tion of expenditure to Capital Account. 

7. Government accounting, and in conseq^uence Govern- 
ment audit, are not concerned primarily with the prepara- 
tion of a balance sheet, although theie aie certain blanches 
ol Government activities which are of a commercial natuie. 
The foim of Government accounts has to be determined by 
the fact that the mam function of Government is to govern. 
The activities of a good Gomnment in any country vary 
accoiding to the needs of the country, and the first step is to 
deteimine the main branches of exjienditure which the 
Government of any country has to incur. Once those 
branches have been determined the major heads of account 
natui ally follow 

The next point is for Government and the legislature to 
decide as to the amount of expendituie which will be incur- 
red during any year in cairymg out those activities and then 
to determine how to raise sufficient money to meet that 
expenditure Money can be obtained either in the form of 
revenue oi by loans ' The purposes for which loans may be 
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raised by provincial Governments aie defined in the rules 
flamed under Section 30 (la) of the Government of India 
Actj VIZ , the Local Government (Bon owing) Rules 

8. Thus the audit of Government accounts in India 
includes * — 

(1) the check of the lealisation of levenue against the 
demand according to the laws and regulations prescribed toi 
the purpose, and 

(2) the check of expenditure against the amounts set 
apart each year for that puipose and against the orders of 
authorities competent to permit such expenditure Audit 
has also to see that the expenditure is correctly allocated to 
the revenue or capital heads of account in accordance with 
the rules prescribed with regard to such allocation 

9 Unlike commercial audit, the audit of the transactions 
of the Government of India is entiusted entuely to Govern- 
ment officials and this difiei ence has influenced largely the 
system of audit adopted As will be explained in Chapter 3 
the audit of receiiits is left almost eiitiiely to the departments 
responsible foi the collection of revenue The audit of 
expenditure is, however, performed mainly by separate 
departments independent of the spending departments. 
These auditing agencies are the Indian Audit Department 
and the Military Accounts Depai tmeni which aie also respon- 
sible for the comxnlation of the accounts which they audit. 
The whole of the work of auditing the exj)enditure is not, 
however, entrusted to these independent departments, but, 
as explained in paragraph 10, part of this work is also per- 
formed by the spending departments 

10 India IS so vast a country and Government activities 
are so various that it is impossible for independent Audit 
Officers, working as they do, almost entiiely at head- 
quarters, to be as closely in touch Avith the facts to which 
the accounts refer as the officers of the department in which 
the expenditure is incurred. 

Thus, the Audit Officer has no personal knowledge of the 
quantity or quality of the work done by a contractor, the 
quantity or quality of goods supplied by a suppliei, or of 
the number of coolies employe d each day on a work The 



8 


11 ] THE DIFFERENCE BETWEEN COMMERCIAL AND |ChAP 2 

INDIAN GOVERNMENT ADDIT. 


payments are in many oases made at treasuiies tlie officeis in 
charge of which are not membeis of the ikudit Departments , 
while in others the bills aie cithei presented to or aie pie- 
pared by, dish ui sing officers of certain departments Thus 
the preliminary examination or audit of hills which aie paid 
at tieasuries oi by disbursing officeis of certain departments 
IS piimaiily left to the officers of other than Audit Depart- 
ments The exact nature of work done by these agencies 
will be discussed later when we attempt to deal with the 
decails Dor the present it is sufficient to lemember that 
under the Goyeinment system of audit the executive officers 
of the spending departments as w^ell as officeis in charge of 
treasuries take an important shaie in the scrutiny of expen- 
diture. 

11 Another point of difference between commercial and 
Government audit is that, wheieas the former is nearly 
always periodical, the latter is continuous This is due to 
the greater volume of work to be done and to tbe-fact that a 
laige iiait of it is concerned uith personal claims which have 
to be finally adjusted with the utmost promptitude 

12 It IS obvious that these differences in - conditions 
must alter in details the system ol audit, and it is intoiestmg 
to compare with the main factors of commercial audit set 
out in paragraph 6 above, the main objects of Government 
audit set out in Articles 130, 137 and 138 of the Audit Code ^ 
repioduced below ; — 

“130 The main objects of audit of expenditure are to 
ensure — 

(a) that the expenditure has been incurred by an officer 

competent to incui it, 

(b) that the expenditiue has leceived the sanction, 

either special oi geneiai, of the authority com- 
petent to sauction it, 

(c) that, if it IS votable expenditure, it is covered by an 

appopriation from a grant sanctioned by the 
legislature, by reappropriation within such a 
giant, or by a supplemental y grant sanctioned by 
the legislature. 
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{d) that, if it is non-votable expenditure, there is 
provision of funds, sanctioned by competent 
authority, to cover it, 

(e) that the exjienditure does not involve a bieach of 
any of the canons of financial piopriety laid down 
in Rule 10 of the Auditor General’s Rules, 

{f) that payment has, as a fact, been made, and has 
been made to the proper person, and that it has 
been so acknowledged and recorded that a second 
claim against Government on the same account 
IS impossible, and 

{g) that the charge is correctly classified, and that, 
(as in the case of Public Works and Porest 
accounts) if a charge is debitable to the personal 
account of a contractor, employee oi other indivi- 
dual 01 IS recoverable from him under any rule 
or order, it is recorded as such in a prescribed 
account ” 

137 Audit of receipts is of a simple character, it being 
sufficient to see that all sums receivable are duly paid to the 
proper officer and brought to credit by him . . ” 

“138. Audit of stores comprises not only an examination 
of the quantity accounts of the receipts, issues and balances of 
the stores, but also the scrutiny of the accounts of values with 
a view to ascertain that they tally, in all respects, with the 
expenditure and other transactions of the public account 
connected with the stores, and vice versa With this object, 
two points will always require special attention, — (1) that 
the stores are priced with reasonable accuracy, and that the 
rates are leviewed from time to time and revised when 
necessary, and (2) that the stocks are counted and otherwise 
examined periodically, to ensure that the balances on hand 
represent the quantities as well as the values borne on the 
account books ” 

13 This comjiarison is made in detail below — 

(«) The first and fourth steps of commercial audit, i e., 
ascertaining the authorities competent to sanetion 
eco'penditure or to receive or pay money, etc , 
and to see that the transactions are in accord- 
ance with the minutes or orders 


B 
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These coiresxiond to clauses (a) to (cl) of Article 130 of 
the Audit Code. In Goveinment accounts the minutes 
and orders are represented by the Government of India 
Act, the Audit Resolutions, 'the authorised codes, and the 
resolutions and orders of the Central Government, local 
Governments and other authorities The volume of such 
oideis IS immense and this portion of audit looms so 
large Ihat it tends to ovei shadow all the other branches 

(&) Second step of commercial audit, i e , understanding 
the system of account followed. 

It is unnecessary to put this fonvaid as a main object of 
Government audit, because in India the form in which the 
initial accounts should be kept and that in winch the accounts 
should be rendered to the Audit Depaitment are determined 
by the agency which audits them and, after a ceitain point, 
also compiles them The system of accounts followed is 
desciibed in the relevant account codes. 

(c) Third step of commercial audit, i e , check of the 
accuracy of the original record. 

Clause (/) of Article 130 of the Audit Code maybe held 
to correspond to this. It must be lemembered, however, 
that the cash book maintained in the treasuries or by 
dejiai tmental officers, which is the basis of Government 
accounts, is not submitted to the Audit office Conse- 
quently the original recoid which is checked m the Audit 
office is not the cash book but the monthly accounts com- 
piled from it The accuiacy of this compilation is ensured 
fiist by its constituting a balanced account starting from an 
opening and ending with a closing ba''ance which itself is 
veiified by some lesponsible officci of Goveinment, and 
secondly, by the fact that it is checked with the original 
voucheis fiom which the entiies in the cash book have been 
made In some cases, as in the Public Woiks Depaitment, 
the accuracy of the entries in the cash book is checked 
completely by a Divisional Accountant attached to each 
Divisional office as a representative of the Audit Department. 

{d) Fifth step of commercial audit, i e, investigation of 
unusual items. 
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Tlie coiiesponding phase of Indian Government audit is 
the audit against the canons of financial propriety which is 
en3oined by Rule 10 of the Auditor General’s Rules These 
canons aie set out in Chajiter 10 below 

(e) Sixth step of commercial audit, i e , cheehing of the 
compilation of accounts and of the classification 
of transactions 

Checking of the compilation of accounts is not specifically 
mentioned in the list of objects of Government audit. As 
stated in clause (6) of this paragiajih the accounts are, after 
a certain point, built up by the auditing agency itself and 
the piehmmary accounts aie checked in the Audit office as 
explained in clause (6) 

In commeicial audit the auditor is not seriously con- 
cerned with the details of classification^ but in Government 
audit the classification is in most cas es. madelSv the~~5 llditor 
limlseif^or- in ot h e r-c asesT^ieckedr by him in detail Again 
'in'fhe case of dHpaTtmeStr'IIke the ~Pul5lic Works Depart- 
ment the accounts are compiled by Divisional Accountants 
The tieasuiy accounts are compiled in the Audit office 
except 'ill Madias wheie the classified abstiacts are piepared 
by the tieasuries and submitted to the iiudit office The 
building up of th^ accounts is earned through the Classified 
Abstracts, the Detail Rooks, the Consolidated Abstract, the 
Journal and Ledger, and ends in the Audit offices in the 
pieparation of the monthly and annual accounts, submitted 
by each Audit Officei to the Conti ollei of the Currency and 
the Auditor General respectively The woik of compilation 
in the Audit office is test-checked by the Deputy Auditois 
General at then jicriodical inspections 

Thus the Government of India is in a very stiong. posi- 
tion as regaids the accuracy of accounts and the classifica- 
tion of transactions It is able to say that its accounts are 
bmlt up by the agency which audited the initial lecoids. 

(/*) Seventh step of joommercial audit, i e , cheching the 
accuiacy of the accounts of stores ot goods. 

This coiresponds to Article 138 of the Audit Code. In 
cases in which the Governor General in Council has lequired 

B 2 



12 


14 i] THE DIFFERENCE BETWEEN (^MMERCIAL AND [ChAP. 2. 
INDIAN GOVERNMENT AUDIT 


tlie Auditor General to airange for tlie audit of stores 
accounts, the Audit Dex^artments liave to sciutinise tlie 
accounts of quantities and values and to see that the balances 
on hand have been veiitied b}’^ some lesxionsible official and 
correctly x^i’iccd The Audit Officers aie also requiied to 
aiiange for a verification of ihe balances by a lepresentative 
of the Audit Dexiailment in some of the more imxiortant 
stoies dexiots. 

{g) Eighth i>tep of the commercial audit, i c., the prepara- 
tion of ihe Profit and Loss account and the 
Lalance sheet 

In the oidiiiaiy accounts of Government there is nothing 
to comxiaie with these accounts nhich form the summary of 
the financial transactions of a commeicial fiim during a 
ceitam peiiod Its place may he said to he taken hy the 
annual Budget Statements and liy the Binance and Eevenue 
Accounts of the Government of India which are comxnled hy 
the Auditoi Geneial for presentation by the Secretary of 
State to tlie Houses of Pailiament Hovevei, in the case of 
Government undertakings of a (/wcfsi-commcrcial character, 
the financial lesulls aie ascei tamed and reviewed outside the 
regular accounts through yn’o forma accounts which are 
Xirepared separately for the purpose, and it is intended that 
these pro forma, accounts should be xn’epared on a stiictly 
commercial basis 

14‘. i\li Dicksec in ins work on Auditing states that the 
objects of audit may be said to be threefold — 

(1) detection of fiaud ; 

(2) detection of technical errors ; 

(3) detection of errors of principle 

Heie again due allowance has to be made for the differ- 
ences in conditions between the Indian Government and a 
commercial firm and the dilfeiences between the agencies 
which prepaie and audit the accounts in the two cases. 
Thus in Government audit theie is little scoxie for detection 
of errois of piinciple (? e , in the system of accounts adopted) 
as the responsibility for determining or advising as to the 
form in which accounts should be kept devolves' uxioii the 
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Aiiditoi Geneial The othei two ob]ects are, howe^^er, 
sufficiently provided for under the Goveinment system as . 
explained below. 

- As regards the detection of fraud, it must he remembered 
that as explained in paragraph 10, pait of the work in 
•connection vith the scrutiny ot expendituie, is entrusted, for 
the sake of convenience and economy, to the officeis of the 
spending departments A fiaud m lespect of expendituie 
would in some cases indicate a payment which the payee is 
not legally entitled to, or in othei s a payment made _in 
respect of a claim which is not in accoi dance with the facts. 
Under the existing airangements the certification as to the 
initial facts is left to the executive officers as the Audit 
Officer has no opportunities of veiifying them through his 
own repiesentatives Most of the frauds aie thus checked 
or detected in the course cf the seiutiny of the executive 
officeis The Audit Officeis also render valuable assistance 
111 indicating directly or indirectly to the executive officers 
defects or in egulaiities u Inch require their attention This 
sub 3 ect will be discussed in detail in Chapter 4, and it will 
suffice to state heie that the checks pi escribed for executive 
officers supplemented by occasional local audit and continuous 
central audit bufficiently provide for the detection of fraud 
in the Government system of audit. As to the detection of 
technical errors, the bulk of the woik of tbe Audit offices has 
fallen under this category and it is one of the chief 
complaints against the Audit Department that this has beffii' 
their main work. 

It IS apparent that this is not altogether a fair criticism 
inasmuch as it overlooks the following facts — 

(a) The officers of the Department have moulded and 
still mould the form of the accounts and thus 
prevent errors of principle 

(5) Wherever they have started work in a fresh field, 
as in Local Pund audit, their pioneer woik has 
been veiy valuable. 

(c) Their indiiect work in the prevention and detection 
of fraud is important. 
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(d) The enormous number of objections raised is due 
to — 

(^) the extreme elaboration of the rules to be 
apj)lied in audit , 

(n) the mistakes made in the ' preparation of 
lulls , 

{^^^) lack of intelligence or undue rigidity on the 
pait of the auditor 

It IS most important that ofiSccrs of the Department 
should pi event cause (th) coming into opeiation^ but ciitics 
ought not to foigetj as they sometimes do, that the officers 
of the Department are not lesponsible for cause (??), while 
the ultimate responsibility foi cause {^) rests with Govern- 
ment even though they may have sought the advice of officers- 
of the Audit Departments in haming the rules 

It IS hoped, with the higher responsibility and the 
greater initiative that Audit is expected to take under the 
new Constitutional Deforms, that Audit Officers will devote 
moie attention to the broad principles of legitimate public 
finance and to looking into the manner in which the vaiious 
executive officers aie undertaking then more impoitant 
financial responsibilities. 
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Chapter 3 

The Audit of Receipts. 

16 It Las already beeu stated in paiagiapli 9 that the 
audit of the leceipts of leveniieis performed mainly by the 
levenne authorities concerned. The Auditor General 
airanges for tins class of audit only in cases in which he is 
so lequiied by the Governor Geneial in Council Under the 
existing ariangemenls the Civil Audit offices perfoim this 
duty in a small number of cases The audit of lailway* 
earnings, however, lorms an important part of the duty of a 
Railway Audit office and this check will be dealt with in 
some detail in Chapter 21. 

16 All audit of receipts divides itself into the two func- 
tions of («) seeing that all sums due are leceived oi checked 
against demand, and (6) seeing that all sums received aie 
brought to Cl edit in the accounts 

17 A public “ demand ” arises in India in two ways. Demands. 
Either it is (^) a specific demand, fixed or fiuctuating, for a 
contribution to the State Exchequer, such as land revenue 

and excise — all taxation is of- this nature — or it is a 
demand which arises in consequence of some outgoing of 
Government property (stock) oi Government cash or Gov- 
ernment service, in which case it is a claim for a " qmd pi'o 
quo.’' Of this natuie aie demands setup by the sale of 
Government lands, stamps, forest produce, etc , by Govern- 
ment cash advances and remittances , and by Government 
services, such as state railways, telegiaphs, etc The check 
against (?), the specific demand, is always exercised in one 
way the demand, if fixed, is enteied in a legister and the 
receipts or satisfactions of it aie checked and entered against 
it • if fluctuating’ (as in the case of excise and customs duties, 
etc ), a Government stafi is employed to watch the operations 
on which the demand depends and to collect the dues. In 
India this check is left entirely to the revenue collecting 
authonties Audit shaies in it only infinitesimally under 
such heads as tributes, interest, contiibutions, loans, fund 
subscriptions, etc Wheie the demand arises in consequence 
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of {ii) some outgoing of GoTernment property (stock), Audit 
can only operate if it receives leturns of the propeity, such 
as the monthly returns of stamps and opium sent hy the 
treasuries to the Audit office The check then consists in 
seeing that for every reduction of stock in the return there 
is an equivalent cash credit in the accounts 

18 Where the demand aiises in consequence of some 
outgoing of Government cash, as in the case of advances and 
remittances, Audit exercises a direct and complete check 
entering the outgoing in a register and watching and record- 
ing the lecei^dt against it 

Where the demand is occasioned by soma outgoing of 
Government service, as in the case of state railways and 
telegraphs, the dues are collected by the Government staff 
working the service and their collection is generally checked 
by Audit to some extent 

There is a third class of receipts which ocenrs without 
reference to demands, oi, as it weie, casually Of this 
nature are deposits (such as those iii the Post Office Savings 
Bank) and payments to Government for money orders 
These are repayable , Government acts in regard to them as 
a banker or remitter, they are not Govcinment dues, and 
Audit can exercise no function as to their leoenit It does, 
however, check each lepayment against the original receipt 

19 To sum up, the foregoing analysis indicates that Audit 
plays an extremely limited (though, so far as it goes, 
important) part in ensuring that the Government 
leceives the sums of money due to it, that is in protecting 
Government against fraudulent or inadvertent omissions to 
realise its enormous cash dues This task in the main, how- 
ever, IS left to the revenue collecting authorities. 

20 The second function of audit in regard to receipts is 
to see that all sums received on behalf of Government aie 
brought to credit in the accounts The sums due to Govern- 
ment are either paid by the persons concerned direct into the 
treasury or paid to a Government servant who is required to 
receive the same and remit them to the tieasury, In the 
latter case, it is left to the revenue authorities concerned to 
see that sums received by the member? of their departmsnts 
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are paid into the treasury. The task of the Audit Depart- 
ment then lesolves itself into seeing that all sums of money 
paid into the Government tieasuries aie credited by the 
treasury staff in then accounts The first oi main safeguard 
to this end^ that is, against erior or fraud on the part of the 
tieasury staff, is the printed receipts which have to be given 
for all payments into a tieasuiy If audit could collect all 
these leceipts it would possess an almost pei feet check over 
the credits in the tieasury accounts But this course is not 
feasible, the receipts aie requiied by the payers as proof of 
their payments and to protect them against a second demand 
In general they remain in the back-ground as a moral safe- 
guard and only operate actively when some inquiry arises of 
the repayment of something in the natuie of a deposit is 
lequired To establisii a more immediate connection between 
payments and credits, audit sends all the large civil revenue 
paying depaitments (such as Land Bevenue, Stamps, Excise, 
etc.) monthly returns of treasury credits. These they 
compaie with their own records, and differences bi ought to 
notice are settled The gieat non-civil departments (Public 
Works, Hallways, Posts and Telegraphs, etc ), and the Eoiest 
Department send the Audit ofB.ee information as to their 
payments into the tieasuries which it compares with the 
treasuiy credits ; courts of law send returns of fines 
paid into the treasurj’-, etc , etc to the Audit ofiice In this 
nay a very large proportion of the ci edits in the tieasuiy 
accounts are verified without much delay, anderrois orfiauds 
on the part of the levenue treasury staff are pro tanto 
jn evented and coriected. This is a most important and 
valuable function of Audit 

*■ No nttempt js imdc in tins -loluino to discuss the details of iiorlv in the Military 
Account offices (see paragi-aph 133 belou). Hut almost all the roinarls of a general nature 
to be found herein are equally ajiplicable to such work 
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Chapter 4. 

The Verification of the Original Records. 

21. It IS the duty of Audit to certify tliat the accounts 
rei^resent the actual state of affairs It has already been 
explained how it is possible for Audit to certify that, thiough- 
out the whole system, the accounts aic accurately built up 
fiom the initial lecords It is obvious, howevei, that unless 
the initial record lepresents facts, the accuiacy of the suhse- 

'■quent woik performed on the basis of that record is of no 
avail. It IS most important, then, to see how fai Audit is 
able to asceitain the accuracy of tlie initial recoid 

22. Every Government payment is made on a document 
called a voucher (oi an acquittance) which gives the amount, 
nature, and period of the payment and all othei details 
necessary for its complete identification , and contains a 
leceipt of acknowledgment or acquittance by the pel son to 
wliom the payment is due This system, wheieby the payer 
obtains documentaiy evidence fiom the payee in proof of the 
payments made by him, is universal in both public and 
commercial accounts Erom the point of view of the payer 
the document is called a voucher or acquittance ; from that 
of the payee a receipt It is the duty of Audit to enforce 
this system, that is, to see that for eveiy payment there is a 
voucher in proper form, ]iroperly drawn up, arithmetically 
coriect, and leceipted by the pioper person In the case 
of payments made by bills drawn on treasuries, the pieli- 
minary check in this direction is made at the tieasuries and 
the vouch eis are then submitted foi final audit to the Audit 
office. 

23. The Public Works or Railway Engineer counts 
coolies and records their numbers ; he measures constiuction 
work and enteis the figure in a note-book . the Civil or 
Militarv Officer musters and enumerates the establishments, 
corps, etc , he has under him, and prepares and signs a pay 
hill foi them , he signs or countersigns a travelling alloiv- ' 
ance bill for himself and others founded on special or general 
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knoivledge that the journeys claimed have actually been 
peifoimed ; he submits a claim for contingencies or supphes 
after seeing peisonally (or thi’ough others) that the articles 
charged for are required for the public service and have 
actually been purchased and brought into public use the 
Collector counts cash or stamiis or opium in his treasury and 
thus pioves his accounts for the month, etc , etc At these 
points the accounts spiing direct from the facts; at these 
points they obtain wbatevei vitality and reality they possess , 
their accoi dance with the facts, thiough all their subsequent 
changes of foim, depends on their truth at these points 
Generally speaking, in India, Audit does not come in heie at 
all , the executive and administrative disbuismg officers 
alone verify the initial lecoid with fact, the accoi dance of 
the mitial recoid with fact IS finally accepted by j^udit on 
their statement and lesponsibility 

24 What Audit does in all the'^e cases is to obtain re- i^eceipts ana 
ceipls fiom the payees, certificates fiom the disbursing 
officeis and the countersignature of controlling officeis. 

Thus ior construction it obtains receipts from the contrac- 
tors and otheis to whom laige jiayments aie made (no 
receipts Irom individual labouieis) ; certificates of measure- 
ments of work done, of counting of labouieis and of receiring 
supplies and of completion ot work from the disbuismg 
officeis and, in the case of works foi vhich contracts aie 
enteied into, the rates agreed upon by authorities sanction- 
ing the contracts Por contingencies, receipts are ob- 
tained, foi the larger payments, from the private payees, 
and certificates from the disbursing officers that the pay- 
ments were necessaiy for the public service and have 
actually been made also, in some cases, the disbur&ers" 
certificates aie re-mforced by countersignature of the bills by 
superior officers Por pay, receipts aie obtained from gazetted 
officers, and for non-gazetted officers certificates (from heads 
of offices) tliat they have actually been present on duty, 
and that previous pay has been paid to them and 
them receipts recoided Eor leave and pension payments, 
receipts only aie necessary for travelling allowances, 
receipts (not from non-ga'zetted officeis), technical certifi- 
cates and countersignatuie, etc., etc. 
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26. The contacb of the Audit office with the facts is, 
theiefore, through receipts and ceitificates, re-iuforced in 
some cases hy countersignature It has no opportunity of 
seeing the facts with its own eyes and comparing the bills 
with them The question therefore arises how far receipts 
and certificates guaiantee the facts It may he said at once 
that Avhile they are much bettei than nothing, they cannot 
guarantee the facts with absolute accuracy. 

2G It must be admitted, liowovei, that it would be 
impossible for Audit to verifj’' the initial facts unless a 
repiesentative of that Depaitment were piesent at eveiy act 
Touched foi by the certificates referied to in paragraph 24 
above Those acts include the payment of the pay and 
allowances of, and the journeys pei formed by, eveiy Gov- 
ernment servant, the measurement of all work done by and 
foi the Public Woiks Depaitment, and the veiification of 
Government stores of alldesciijition, using the word ‘‘ stores ’ 
in its widest sense to include com, stamps and other valuables. 
It IS obvious, then, that the Audit Department could not 
verify the initial facts without a veiy much laiger establish- 
ment and the extra expendituie thereby involved would 
probably be very di&pioj)ortionate to the advantages 
obtained 

27. The recognition of this fact has led to the check 
exeicised by Audit being supplemented to a large extent by 
executive check Work done and paid for in the Public 
Woiks Depaitment is inspected by superioi officers of the 
Public Worlds Dejiartment, travelling allowance bills aie 
checked by couuterjsignmg authorities who aie in a position 
to have knowledge of 30111 neys perfoimed, bills for important 
contingent expenditure aie countersigned by controlling 
officeis who can verify and judge the necessity foi such 
expenditure and the proper rates aspegards pay, and who can 
satisfy themselves at inspection that the materials billed 
foi have been pui chased 

28 Because this woi k is not done in the Indian Audit De- 
partment there is a tendency in the Department to oveilook 
its importance and to consider" that it would be bettei done 
if it were undertaken by the officers of the Department. 
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But although, the latter have the technical training in 
checking accounts, executive officers have an intimate know- 
ledge of the details of the work done and are in a better 
position to veiify the facts and to check the economy of the 
expenditure passed hy them than outside officials would be 
But it IS the duty of iiudit Officers to sciutinise the mannei 
in which the executive officeis dischaige then financial 
lesponsibilities, 

29 It has alieady been pointed out that commeicial 
audit regards the detection of fiaud as one of its mam duties 
But such detection is almost impossible except at the verifi- 
cation of the initial record, so that detection m the Audit 
office in India is very rare And yet it must not be hastily 
assumed that this indicates a defect in the system of Govern- 
ment audit in India The detection of fraud by on execu- 
tive officer IS frequently due to the letters issued by the 
Audit office plainly indicating that something is wrong 
Thus 111 one case the Audit Officer pointed out that in a 
certain office there were frequent violations of the important 
rule that money should not be drawn in advance of require- 
ments This led the head of the office to examine his 
account carefully with the result that he detected frauds 
amounting to over Bs 3,000 hTumeious similar cases can 
also be quoted showing that action taken by the Audit office 
has led to the detection of fraud 

30 It IS essential to investigate frauds carefully because 
valuable lessons can almost always be learnt from them. 
There is a tendency to suggest the framing of new rules to 
prevent each particular fraud This tendency should be 
resisted there are quite enough rules already and, if the 
preventive machinery is made too elaborate, the chances 
are that it will not work efficiently. The main point in 
every fraud investigation must be to ascertain whether the 
exercise of ordinary common sense, such as one ought to 
expect from every Government officer, and the application 
of existing lules, would not have lendered the fraud impos- 
sible My own expeiience is that this would have been the 
case in nearly all the frauds which have come to my know- ^ 
ledge. I urge the impoi tance of this line of investigation 
because fraud is prevented far more by punishing the defal- 
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catoij and the officer whose negligence rendered the fraud 
possible, than by adding to the enoimous number of rules 
already in existence 

But fraud investigation may sometimes indicate a defec- 
tive system of check and then the revision of the system is 

essential. 

31 The mam monthly records submitted by each 
treasury are the cash account and the lists of payments. The 
cash account shows lump receipts under the important 
heads and a detailed list of leceipts which cannot find a 
proper place under the mam heads. Many detailed 
schedules are also submitted 

The important feature of the cash account is the abstract 
which starts with the opening balance, shows the total 
receipts and payments and thus works up to the closing 
balance The actual cash balance of the treasury and sub- 
tieasunes aie also shown m detail so that the account and 
the cash balance can be verified Two lists of payments are 
submitted each month and are supported by schedules of the 
more important classes of payments. The lists of payments 
show the vouchers required, the voucheis forwaided, and 
those still to be submitted 

Similar accounts are also submitted to the Audit office 
direct by officers who diaw money from the treasuiy by 
cheques and keep the detailed accounts of the payments 
made 

32 In checking this initial record the more important 
points to which the auditor devotes his attention are .— 

(a) That the voucheis are in the prescribed form, and 
that they are duly receipted by the payees and in 
original, that a brief abstiact is given in English 
under the signature of the drawing officer on all 
jnu'ely vernacular vouchers, and that vernacular 
signatures are transliterated, also that sub- 
vouchers contain notes of dates of payment. 

(Z>) That they are numbered with leference to the num- 
ber in the list of payments, schedule. Schedule 
Docket or other account, as the case may be 
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(o) That the details irork up to the totals and that the 
totals are in words as well as in figures 

(cl) That they bear a Pay order, signed by the Treasury 
OjB&cer in the case of vouchers cashed at tieasmies 
or by the responsible disbursing officer in the 
case of other vouchers 

(e) That they are stamped “ Paid ” 

(/) That theie are no erasures, and that any alterations 
in 'the totals are attested by the officer concerned 
as many times as they are made 

(ff) That stamps are affixed to all vouchers for sums in 
excess of Rs 20, and that they are punched 

(/i) That no payment is made on a voucher or order 
signed by a subordinate instead of the head of 
the office himself or on a voucher or oidei signed 
with a stamp, and that copies of sanctions are 
certified by the sanctioning officer or by a 
gazetted officer authorised to sign for him. 

( 2 .) In all cases in which it is prescribed that agreement 
should be effected between two different docu- 
ments, the fact of the agreement should be noted 
bn both the documents and initialled by the 
auditoi who makes the agreement 

(j) That if a tieasury vouchei be paid by transfer, it is 
stamped as having been so paid, that the head to 
Avhich the amount is ci edited is noted on it, and 
that the ciedit is traced in the cash account when 
possible. 

i/c) That Pund and Income Tax deductions have been 
coriectly made 

(Z) That no bills foi any pay or allowance not claimed 
within SIX months of its becoming due have 
been paid without the sanction of the Account- 
ant Geneial. 
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Chapter 5. 

Audit against sanction. 

33. The next mam feature of audit set out m jiaragrapli G 
IS the check against the orders of the authorities. In India 
these orders are of two forms and the check, therefore, should 
he suh-diyided under the two classes * — 

(1) Against Sanction 

(2) Against Appropriation 

This chapter deals with the former ; the latter is discus- 
sed in Chapter 6 

31'. In the audit of expendituie, one of the most import- 
ant functions of the Audit Department is to see that each 
item of expenditure has leceived the sanction of the 
authority competent fo sanction it The poweis of sanction 
of the several authorities are laid down in the Statutory 
Puules and othei oiders issued by the Secretaiy of State in 
Council or in the orders issued by the authorities in India, 
and aie embodied in the vaiious audit and departmental 
Codes a'nd other pubhcations issued by the Goveinmcnt of 
India 01 under their authoiity or by the local Governments 

Histoi'y prior to TXeformh. 

35. The fiist regulation which defined the authority for 
sanctioning expendituie fiom the revenues of India was 
Section 4il of the Government of India Act of 1858 (21 
and 22 Yic cap lOG), which subsequently appeared as 
Section 21 of the Government of India Act, 1915, before 
it was amended in 1916, and ran as undei 

The expendituie of the revenues of India, both in 
British India and elsewhere, shall be subject to 
the contiol of the Secretary of State m Council; 
and no giant or appropiiation of any part of 
those rev^enues oi of any other pioperty coming 
into the possession of the Secietary of State in 
Council by viitue of this xict, shall be made 
without the concurience of a majority of votes 
at a meeting of the Council of India.” 
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Up to 1889 the Audif Officeis did iiof, as a iiile, 
cliallenge expeiiditiire on llic giound of its lequiiing the 
sanction of the Secietary of State In that year, at the 
instance of the Secretaiy of State, they were diiected to 
lequiie evidence of his aiitliorifv for certain specified classes 
of expenditure, appointments dianing ovei Hs 3,000 a year 
and the like, and the first i'vudit Resolution was prepaied 

As legards the foim of the Resolution, the Secietary of 
State admitted that, in tlie ‘‘ numerous aei vices in which 
“ expenditure must ho mciiircd for the daily lequirements 
' of the admmistiation,” it vould be im])Ossiblc to comply 
liteially with the terms of the Act Keveitheless, he thought 
that his foimal sanction should lie gnmn to such expenditiue 
at some stage 

30 The Government of India explained to the Secretary 
of State, hovel ei, that hen as suggesting a leveisal of the 
accepted prcsumptioii in accoi dance with which the business 
of India had alvays been caiiicd on The piesumption, they 
mote, ‘ has been that the Secietaiy of State has delegated 
“the authoiity entiustcd to him over expenditure in India 
“ to the Government ol India, except in cases wheie he has, 
“by spiecial order or by established piactice, rescricd td 
“himself the exercise of that authoiity , all the proceedings 
‘ of the Goveimneut of India undei this delegated authority 
“aip, of conise, subject to the guieral contiol of the Secietaiy 
“ of Slate 111 Council , and cases of an unusual nature 
“involving considerable expenditiue, in regard to ndiuh no 
“jirecedents exist, are also releired for the previous sanction 
“ot the Secretarv ot State in Council In other woids,^ the 
“statutory contiol has been undeistood to he general, except 
“in the cases wheie the Secietary of State has decided that 
“it must be sjiecial ” 

It was this piinciple, they iiiged, which undei lay the 
standing instructions on the subject, and they asked the 
Secretary of State to maintain it, and to allow the piesump- 
tion on which it was based to remain unaltered 

37. The Secietaiy of State accepted this view, and 
decided that the existing sj^-stem should continue, in oidei 
that he might leain by expeiience whethei it seemed him a 
sufficiency of control. This was in 1889 , seveial modifications 


c 
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weie subseqtienUy made in ilie rales of 1889, and in 1893 
they Aveie completely revised and lepiihlished, the Secretary 
of State’s concurience heing obtained on eacb occasion 

38 In 1907, hioweyer, Mi Morley as Secretary of State 
for India dieiv the attention of the Government of India 
to tbe rules by lybich the expenditure of tbe revenues of 
India was then legulated He referred to tbe statutory 
provisions and to tbe Audit llesolutions under the piovisions 
of which the sanction of the Government of India is declared 
to be sufficient authority for expendituie in India except in 
specified cases in which it is stated that the approval of the 
Secretary of State in Council is requu'ed. He continued — 

“ When these resolutions v ei e sanctioned, it was under- 
“ stood that this was done as a provisional measure in order 
“that the Secretaiy of State in Council might learn by ex- 
“ penence whether the oideis given aie sufficient to seem e 
“ to him the power of efficient control which it was intended 
“ by Parliament that he should exercise ” 

“Ex^ieiience has demonstrated the necessity of revising 
“ the resolution so as to provide explicitly that ceitam classes 
“of expendituie, which are not now mentioned in it, shall 
“lequire the previous sanction of the Secretary of State in 
“ Council ” 

He then enumerated the classes and continued * “ Toui 
“ suggestions should be embodied in a diaft resolut'on (to 
“ take the place of the one dated 4th March 1893) which 
“ you should prepare and submit for my approval as soon as 
“ possible As the resolution is intended to seive not merely 
“ as a set of rules for the gmdance of audit officeis but also 
“ as an authoritative statement for other puiposes of the 
“limits within which expenditure may be inclined, and 
“grants made by the Government of India without the 
“specific sanction of the Secretary of State in Council, it 
“should recite the statutory provision regarding the contiol 
“ of Indian expendituie"^ , . it should set forth 

“ that proposals for expenditure which are not specified as 
“ requiring the Secretary of State’s sanction are invariably to 
“be submitted to him when they raise any important 




• t e , that mentioiied in paragraph 35 above. 
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■“ question of administiative policy and when the expendi- 
“ ture contemplated is of an unusual nature, or is likely to 
involve further expenditure at a later date.” 

39 When submitting the draft resolution thus called for, 
the Government of India laised two main points They said : 

We do not read in your present despatch any intention of 
altering the position accepted by Lord Cross in his des- 
patch No 260-Financial, dated the 7th November 1889, 

“ that the authority vested in the Secietary of State has been 
“delegated to the Government of India except in cases 
“ where he has by special older or by established practice 
■“reserved to himself the exercise of that authoiity We 
have, theiefore, defined this position in paragraph' 2 of the 
“draft resolution In paiagiaph 3 of the draft we make it 
clear that all measures which raise any important question 
“ of administrative or financial policy, oi involve considerable 
“expenditure of an unusual nature, must be submitted for 
“ the orders of thn Secietary of State This general limitation 
on our financial powers has been embodied in the pielimi- 
“naiy portion of the resolution, dealing 'with the powers 
which govern the disci etion of the administrative, rather 
“than in that part which describes the duty of the audit 
“ofiicei. This arrangement follows what is virtually the 
■“ existing practice ” 

40. The Secretary of State accepted the views of the 
Government of India except in respect of expenditure of an 
unusual nature which he consideied should come within 
the purview of Audit Since then there have been numerous 
levisions'- of what is called the Audit Resolution and the 
last edition piioi to the intioduction of the Reforms (known 
n,s the Main Audit Resolution) was issued in March 1913. 

In each edition the scope of the resolution has been 
enlarged and the rules contained in it have been brought 
more closely into accord with the original orders of the 
Secretary of State of which the resolution is a convenient 
■compendium 

41. It IS unnecfessaiy to describe in detail the history of neiegatiou to 
the growth of the powers gi anted to local Governments 

is sufficient to note that an important resolution issued in sn'bordmate 
1897 defining those poweis. Since then, as a result largely 

I c2 
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of ilie Avoik of tlie Decept-ialisatiou CoinmiS'^ion, then poweis 
Aveie iiici eased consideiahly and a new resolution definni" 
the powei ft of sanction of local Govei nmciits in lespect of 
Piovincial and Imperial expenditme uasusued in Jnlr 1916. 
This was known as the Piovincial Audit Resolution 

Hston of 12 The statutoiy rule quoted at the hoginnmg of paia- 
Deiegaions grajih 35 icquiicd that all expenditme in India should he 
sanctioned by the Secietaiy of Stale in Council As this 
iiile did not inalve i< clear that the Secietaiy ol State could 
delegate his powcis to the authorities in Indiaj the folio tung 
pioviso was added to that Section in 1916 — 

PioTided that a grant 01 appiopiiation made in accoid- 
ance with piOYi‘^ions oi lestiictions prescribed by 
tliG Seeretaiy of Slate in Council nitli the con- 
cm 1 cnee of a niaiority of ^otcs at a meeting ot 
the Council shall be deemed to be made nitli the 
concuiieiice ol a majoiity ol such i otes 

The addition made the jiosition cleai and it specifically 
gave powei to the Seeretaiy ot State iii Council to delegate 
hispoweis to any authoiities he litcd 

Even undei the then existing oiders it uas found that 

the ]iosition as legaids delegation nas vciy comiilicated 

The Secietaiy of State held that the powei s exeicued by the 

Government of India were meielv delegated bv him, and 

that the Goveinment of India, oi the local Governments 

could not delegate to subordinate authoiities poneis en- 

ti listed to themselves nithout the sanction ot thcSecreiaiv 

* 

ol State Ituas theiefoie neccssaiy to examine the whole 
question in detail and nith the ap pi oval ot the Secietaiy of 
State a set ol fundamental lules ueie issued in 1917 cleaily 
defining not the actual poii ei s to be eseicised in each case 
but the maximum limits up to which poueis may be 
delegated to sulioidiiiate authorities without leferenoe to the 
Secietaiy of State. 

43 The lesolutious defining tlie powers delegated by the 
Secietaiy of State to the Government of India and to the 
local Governments, and the rules defining the extent to 
V. which the delegated powers could be ledelegated to the 
suboidinate authoiities were levisedup to 1st June 1918 and 
published in a volume called the “Rook of Einancial Pouers ’’ 
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Relevant features of the Reforms Solieine. 

44 Thus before the advent of the IJ.eforms the expeudi- Po=iitton 
tine of the levenues of India was entiiely iindei the control 
of the Secretaiy ol Siate who delegated his powers, to a 
certain extent, to tbe autlioiities in India Thia position 
has since been changed under the E-eforms The final goal 
of the Eefoims is the progressive realisation of lesponsible 
Government in India as an integral part of the British 
Bmpne The means to be adopted foi tbe attainment of this 
goal aie the gradual development of self-governing institu- 
tions in India and tbe giant to the provinces of the largest 
measures of independence of the Government of India which 
is compatible with the due discbaige by tbe lattei of its own 
responsibilities This has been provided foi in the follow- 
ing ways — 

“ (1) In Governois’ provinces, tbe functions of the local 
Governments have been distinguished from 
those of the Governor- General in Council by the 
division of the sub-jects which are placed under 
tbeir respective administiative contiol Those 
subjects which will remain undei tbe administia- 
tion of tbe Government of India are called 
‘Central’ subjects while those v Inch have been 
placed undei tbe contiol of the local Govern- 
ments aie called ‘Piovincial’ subjects The 
local Governments wiU fiame their own budgets 
which will be passed by then respective Legisla- 
tive Councils Tbe Councils of such provinces 
consist of a large elected majoiity 

(2) I he jirovincial subjects have been further divided 
into (1) Transteried and (2) Eeseived The 
foimei includes those subjects which it is thought 
can be eiiti listed to jiopuJar control and have 
been placed under the charge of a Minister 
appointed from the elected members of the Legis- 
lative Council The latter class includes subjects 
which have not been so transfeired and are jilaced 
under the charge of a Member of tbe Executive 
Council. 
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(3) A complete list of tbe subjects classified as central, 
proYincial reserved and provincial transferied i& 
given in Schedules I and II to the Devolution 
Rules The following may be cited as examples : — 


Central 


Provincial Reserved 


Provincial Transferred 


Oil my 

Railways 

J Posts and Telegraphs^ 

* Political charges. 

Commerce, 

^Customs 

"Water supplies, irriga- 
tion and canals, 
drainage and em- 
bankments, n ater 

1 storage and vater 
I powei 

Land Revenue Ad- 
ministration 

Pamine Relief, Land 
acquisition, Admin- 
istiation of Justice, 
etc 

f Local Self-Government* 

Medical administra- 
tion 

Education other than 
European and 
. ^ Anglo-Indian Edu- 
cation 

Public Health. 

Excise. 

Development of Indus- 
tries 


(4) Local Governments are given powers to borrow m 
the open maiket for their own purposes sub 3 ect 
to certain restrictions, vhile the local Legislative 
Councils are empoweied to pass laws imposing 
fiesh taxes of ceitain specified kinds. 
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(5) The powers of sanction of local Governments have 
been veiy Jaigely increased either by lules made 
under the Act which have received the appioval 
of both Houses of Paib ament or by executive 
orders of the Secietary of State ” 

With legard to what are known as “ Cential subjects,” 

^ e.y subjects under the control of the Government of India, 
the poweis of the Govemment of India have been considei- 
ably enhanced by the Secretaiy of State ui dei the pow'ers 
vested in him under Section 21 of the Act 

Financial rules framed under the Act 
45. Section 19A of the Government of India Act I'o'nersof 
provides that the Secietaiy of State in Council may by lule newProvna-° 
regulate and lestiict the exercise of the powers of supenn- Atidit- 
tendence, direction and control vested in him by the Act , 
and Section 45 A (3) also piovides that the poiveis of supei- 
intendence, direction and control over local Governments 
vested in the Governor Geneial in Council shall, in lelation 
to tiansfeired subjects, be exerci^ied only foi the followuns: 
liurposes — 

(1) to safeguard the administration of central subjects , 

(2) to decide questions arising between two provinces, in 

cases w'^here the piovinces concerned tail to arrive 
at an agreement , and 

(3) to safeguard the due exeicise and peiformance of 

any powders and duties possessed by, or imposed 
on, the Go veinoi -General in Council under, oi 
in connection v ith, or for the purposes of the 
following piovisions of the Act, namely, Section 
2 9 A, Section 30 (la). Part VII A, or ot any 
rules made by, or with the sanction of, the Secre- 
tary of State in Council. 

It u ill thus be seen that as regaids central and reserved 
subjects the Secietaiy of State retains his statutory control 
and that the powers enjoyed by the authorities in India are 
derived from delegations made by him, w'hile as regards 
fransferred subjects the poweis primarily lest with the 
legislature in India from whom Mimsteis are appointed by 
the Governors of the seveial provinces and the inteiference • 
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ot tlie Secretary of State or the Government of India is res- 
tricted to tlio cases spei^ificd in the iiiles made nndei 
tl’C Act 

d6 The financial liinitalions on tlie pmveis ot Ministers 
as icgaids tiansfciicd subjects arc set out in the loUoivmg 
rules — 

Tlie pievious sanction of the Secietary of State in Council 
IS necessaiv — 

t 

(1) to the cieation of any neiv or the abolition of any 

existing peiinancnt post, oi to the increase oi 
1 eduction of the pay di aivn by the incumbent of 
any pciinanent post, if the post in eithei case is 
one n Inch u ould oidinaiily he held by a member 
ot an all-India Service, oi to the increase or 
ifccluotion of the cadre of an all-India Sen ice , 

(2) to the cieation of a permanent post on a maximum 

rate ot pay exceeding Its 1.200 a month, oi the 
incieasc of the maximum pay of a sanctioned 
peimanent post to an amount exceeding Its ] 200 
a mouth , 

(3) to the cieation of a tcmpoiaiy post ivith 

: ceding Pts 4,000 a month, or to the extension 
beyond a period of two years of a tempoiaiy post 
or dapntation with pay exc( cding Its 1,200 a 
month , 

(4) to the giant to any Govciument >urvani or to the 

lainily or other dependants of any deceased Govern- 
incnt seivant of an allowance, pension oi giatmly 
which IS not admissible niidc] rules made or for 
the t'lne being m foicc undei Section 96B of the 
Act except m the follow mg cases — 

(«) compassionate giatnities to the families of Govern- 
ment servants left in indigent ciicumstances 
subject to such annual limit as the Secretaiy of 
State in Council may piesciihe , and 
(b) pensions or giatmties to Goveinmcnt servants 
wmunded or othei w isc injured while employed in 
Goveiiiment service or to the families of Govern- 
ment seivants dying as the lesult of wounds or 
injuries -sustained while employed in such seivice, 
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granted m accoi dance Aiith sucli lules as have been 
or may be laid don n by the Sccietary of State in 
CounciLin this behalf , and 

to) to any expenditure on the pnicbase of impoited 
stores, 01 stationery otherwise than in accordance 
nith such rules as may he made in this behalf by 
the Secretaiy of State in Council 

If the sanction of the Secretaiy of State in Council is 
lequued by these lules to any expenditme, such sanction 
should be obtained hefoie the pioposal foi expenditure is 
included iii a demand foi a giant 

Thp local Government ma^' delegate any of its poweis to 
u,n authoiity suboidiuate to it aftei previous consultation 
with the Finance Depaitment, to such extent as may be 
Tequiied few the convenient and efficient despatch of public 
business 

47 The poweis rcgaidmg “ Reseived ’ subjects given to 
•the local Governments are as below — ■ 

The pievious sanction of the Secretaiy of State in Council 
is necessaiy — 

(1) To the cieation of any new oi the abolition of 
any existing peimanent post, or to tlie mciease 
01 1 eduction of the pay diawn by the incum- 
bent of any pmmanent post, it the post in 
either case is one which Avould oidmaiily be 
held by a member of an all-India Seivice, or 
to the increase oi reduction of the cadie of an 
all-Tndia Service 

<(2) To the ciealion of a permanent post on a 
maximum late of pay exceeding Rs 1,200 a 
month, or in Buima Rs 1,250 a month, or 
the increase of the maximum pay of a saiiclioned 
permanent post to an amount exceeding 
Its 1,200 a month, or in Buima Rs 1,250 
a month 

'3) i'o the cieation of a temporal y post on pay 
exceeding Rs 4,000 a month, or the extension 
beyond a period of two years (or, in the case 
of a post for settlement opeiations. of five 
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years) of a temporary post or deputation on 
pay exceeding Rs 1,200 a montli, or in Buima 
Es. ],250 a montli. 

(4) To tlie grant to any Goveinment scivant or to the 

family oi other dependants of any deceased 
Government seivant of an allowance, pension or 
giatuity which is not admissible undei lules 
made oi foi the tune being in foice under 
section 96B ot the Goveinment of India Act,, 
except in the following cases ’ — 

(«) compassionate giatuities to the families of 
Goveinment sen ants left in indigent circum- 
stances, subject to such annual limit as the 
Secretary of State m Council may pi escribe 
and 

(&) pensions or gratuities to Government sen anls 
uounded or otlieiwise injured while 
employed in Go'^ einment sei vice oi to the 
families of Goveinment seivants dying as 
the lesult of wounds or injuries sustained 
while employed in such service, granted m 
accoi dance wuth such rules as haie been or 
may be laid douii by the Secietary of State- 
in Council in this behalf. 

(5) To any expendituie on the purchase of impoited 

stoies or stationeiy, oUieiwise than in accordance 
with such lules as may be made in this behalf by 
the Secietary of State in Council 

(6) To capital expendituie upon irrigation and naviga- 

tion woik«, including docks and haibours, ' and 
upon piojects foi diainage, embankment and water 
storage and the utilisation of w atei powei, in any 
of the following cases, namely — 

(a) w'here the project concerned materially affects 

the interests of moie than one local Govern- 
ment , 

(b) wheie the oiiginal estimate exceeds 50 lakhs of 

rupees , 
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((?) where a revised estimate exceeds by 16 per cent, 
an original estimate sanctioned by the Secretary 
of State in Council , and 

(cl) wheie a fuither revised estimate is proposed 
after one revised estimate has already been 
sanctioned by the Secretary of State in 
Council 

(7) To a levision of permanent establishment involving- 

additional establishment charges exceeding Us. 5 
lakhs a yeai , provided that if a resolution has 
been passed by the Legislative Council recommend- 
ing an increase of establishment charges for this 
purpose, the sanction of the Secretary of State in 
Council shall not be requiied unless the expendi- 
ture so recommended exceeds 15 lakbs a year 

(8) To any increase of the contract, sumptuary or 

furnituie giant of a Goveinor 

(9) To expenditure upon original works on the residences 

of a Governor exceeding Ks 60,000 in any year. 
The Goveinor General in Council shall, if necessary,, 
decide whether a charge falls under the head of 
original works 

(10) To any expenditure upon railway carriages or watei- 
boine vessels specially leserved for the use of high 
officials, otherwise than in connection with the 
maintenance of such carnages or vessels already set 
apart with the sanction of the Secietary of State 
in Council foi the exclusive use of a Goveinor 

48 The following further conditions have been laid 
down in regard to the rules referred to in paragraph 47 — 

(1) These rules supersede all previous rules of a 
similar nature and, subject to their observance, 
orders regaiding specific cases of expenditure passed 
by the Secretaiy of State m Council or the Govei- 
noi Geneial in Council under regulations pieviously 
in force vill no longer be binding 

(2) If the sanction of the Secretary of State in Council 
is required by these rules to any expenditure, such 
sanction should oiclinarily be obtained before the 
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JjogislafciTC Coimcil is asked to vote supiily to meet 
the expenditure {see Cliaptei G)' The Governoi in 
Council inav dcpait tiom tins lule in cases of 
exticine uigenc} ulieie tlie time available is so 
shoi t that sanction cannot be obtained by telegraph , 
but in such a case a statement shoving all schemes 
loi vhicli supply has been asked befoie sanction 
has been obtained must be submitted to the Secic- 
taiy ol Stnte in Council as soon as iiossiblc after 
the piesentatioii of ihc demands to the Council 

(3) The Governor in Council may sanction any excess 
overall estimate which has, piioi to the inti educ- 
tion of these lules, receiAed the sanction of the 
Secietary ot State in Council oi the Govcinoi 
Goncial in Council if the total cost of the estimate, 
as inci eased Iiy the excess, is vithin the poweis of 
hanction conteried upon the Governor in Council 
by these lules , and mav sanction the extension of 
a tempoiaiy post vhich has received similai 
'janction it ho vould, under these lules, be compe- 
tent to sanction the cieatioii of such a post loi the 
full teim as extended 

(J) Subject to the observance of these lules and to the 
provisions of section 72D of the Goveininent of 
India Act, the Governoi in Council has full power 
to sanction cxpeiidituic upon lescrved pi(Auncial 
subiects and, vifh the pievioiis consent of his 
Pmanco Department, to delegate such powei upon 
such conditions as he may think fit to any ofiicer 
suboidinatc to him Anv sanction given undei 
this lule will lemain’xalid foi the specified period 
for vliich it IS given, subject, in the case of voted 
expenditure, to tlie voting of supply in each yeai 

49 "With icgard to expenditure on pirovincial reserved 
and tiansfcried subjects vhich lequiie tlie sanction of the 
Secretary of State, e\eiy such application of the local 
Govciiimcnt should be addiessed to the Govcinoi Gencial 
111 Council, V ho shall except in the cases refer led to below 
in vhich he can himself <=aiietion forward the same vith his 
rccomincndations, and vith such luit her explanations of the 
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propo'^al as- he may have seen fit to requne from the local 
Government, foi the oicleis oi the Secretaiy of fctate m 
Council 

The Governor Geneial in Gouiicil has pov er at his 
cliscietion to sanction on belialf of the Secretaiy of State in 
Council the following items of expendituie which lequiie a 
lefeience to the Secietaiy of State — 

(a) the grant m an mclividual case of any inciease of 
pay, 01 

{b) the creation oi extension of r>, temporal y post 

If he himself does not exeicise his discretion and sanction 
the pioposal, lie may and il he dissents from tlie pioposal, 
shall, fornaul the application with his recommendations, 
and with such furthci expiauatioiis of the proposal as he may 
have seen fit to requne tiom the local Goveinment, for rhe 
oideis of the Secretary of State m Council 

It will he obseived that the iioweis granted to the 
Goveriioi General in Council to sanction m particular 
cases ceitain items of expendituie on behalf of the Sccietary 
of State in Council constitute an impoitant delegation of 
powers 

50 The following lules define the classes of expendituie 
from central revenues upon sub3ects other than provincial 
sub3ects which the Governor General in Council may not 
sanction uithout the previous consent of the Secretary of 
State in Council These lules supeisede all previous rules of 
a similar nature and, sub3ect to their obscivance, oideis 
regarding specific ca^es ol expenditure passed by the Secie- 
tary of State in Council undei legulations pieviously in 
force mil no longei be bindiDg 

Kotl — Since the enactment of tbe Goveinment of India Act, 1919, 
and of the Devolution Itiiles it is not peimistible to iiicui e\pendituie 
fiom cential levenues on piovincial sub-jects oi to make assignments 
fiom cential to piovincial levenues foi expendituie on a piovincial 
snb 3 ect except in so fai as such expendituie mai be necessaiy in con- 
nection nith matteis coACied by item 52 mPait II of Schedule I to 
the Devolution llnles oi icpiesent payment foi sei vices leudeied by 
the local Government 

If the sauction of the Secretary of State iu Council is 
required by these rules to any expenditure, such sanction 
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should oidmarily be obtained before the Legislative Assembly 
IS asked to vote supply to meet the expenditure. The 
Governor General in Council may depait tiom this lule m 
cases of extreme urgency, wbeie the time available is so 
sboit that sanction cannot be obtained by telegraph , but in 
such a case a statement showing all schemes foi vhicli supply 
has been asked befoie sanction has been obtainei must be 
submitted to the Secretary of State as soon as possible after 
the presentation of the demands to the Assembly. 

Sub 3 ect to the observance of these rules and to the provi- 
sions of section 67A of the Government of India Act, the 
Governor Geneial in Council has full power to sanction ex- 
penditure from cential revenues upon subjects othei than 
jirovincial subjects and, with the previous consent of the 
Linance Department, to delegate such power upon ssuch 
conditions as he may think lit either to any officer suboidi- 
nate to him or to a local Government acting as his agent 
in relation to a cential subject. Any sanction given under 
dhls lule will remain valid for the speoilied period foi which 
it IS given, subject in the case of voted expendituie to the 
voting of supply in each year. Orders of delegation passed 
undei this lule may contain a x>rovision foi le-delegation by 
the authoiity to which the powers are delegated 


Hides relating to expenditure hy the Goveriiment of India 
on subjects other than provincial. 

The previous sanction of the Secretary of State in Council 
IS necessary .‘— 

(1) To the cieation of any new or the abolition of any 
existing peimanent post, oi to the inciease or i eduction of 
dhe pay drawn by the incumbent of any peimanent post, if 
the post in either case is one which would oidinaiily be held 
by a member of one of the services named in the schedule, 
or by an officer holding the King’s commission, or to the 
increase or reduction of the cadre of any of those services, 
or of a service ordinal ily filled by officers holding the King’s 
commission. 

(2) To the creation of a permanent post on a maximum 
Tate of pay exceeding Bs. 1,200 a month, or the increase of 
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the maximum, pay of a sanctioned peimanent jDOst to an 
amount exceeding Rs 1,200 a month. 

(3) To the cieation of a temporary post on pay exceed- 
ing Rs 4000 a month, or the extension beyond a period of 
two years (or, in the ease of a post foi settlement operations, 
of five years) of a temp 01 ary post or deputation on jiay 
•exceeding Rs. 1,200 a month 

(4) To the grant to any Goyernment servant or to the 
family or other dependents of any deceased Government 
servant of an allowance, pension 01 giatuity which is not 
admissible under rules made or for the time being in force 
undei section 96B of the Government of India Act, or under 
Army Regulations, India, except in the following cases : — 

(a) compassionate giatuities to the families of Govein- 
ment servants left in indigent circumstances, 
subject to such annual limit as the Secretary of 
State in Council may jireseribe ; and 

{b) pensions or gratuities to Government servants 
wounded 01 otherwise injuied while employed in 
Government service or to the families of Govern- 
ment seivants dying as the result of wounds or 
lujuiies sustained while employed 111 such seivice, 
granted in accordance with such rules as have 
been or may be laid down by the Secretary of 
State in Council in this behalf 

(5) To any expenditure on a measure costing more than 
Rs 5,00,000 (initial one yeai’s lecuiring) and involving 
•outlay chaigeable to the Army or Marine estimates. 

(6) {a) To any expenditure on the inception of a Militaiy 
"Worhs project which is estimated to cost, or forms part of a 
•scheme which is estimated to cost, more than Rs 10,00,000 

{b) To any expendituie on a Military .Woiks project 
in excess of the oiiginal sanctioned estimate, if — 

(e) the excess is more than 10 pci cent, of the original 
sanctioned estimate, and the estimated cost of the 
project thereby becomes more thanRs. 10,00,000 , 

the original estimate has been sanctioned by the 
Secretary of State, and the excess is more than 
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10 per cent of that Catimate, or more than 
Us 10,00 000 

(e?) To any expenditnie on a Military lYoihs pioject, 
in excess of a iciisecl ov completion estimate sanctioned by 
the Secietaiy of Slate 

PiOYiclcd that, foi the pniposes of claiibcs {h) («) and (c) 
of the rule, if any section accoiiiiling for 5 per cent, oi nioie 
of the estimated cost of a pvo 3 Gct sanclioned by tne Secretaiy 
of State is abandoned the estimated cost of the noiks iii that 
section shall he excluded fiom the total sanctioned estimate 
of the piojcct ioi the purpose of dctci mining ndicthcr the 
Secietary oi State’s sanction is nccessaiy 

(7) To any expenditure on the pm chase of impoited 
stoies or siationcn , othei wise than in accoidancc witli such 
rules as may be made in this behalf b} the Secietaiy ol State 
in Council 

(8) To any expendituie. otliciwisc tlianin accoidancc with 
such lilies as haie been oi may be laid down in this behalf 
by the Secietaiy of State in Council, upon — 

{(() the election, alteration, luinishing or equipment 
of a chuicli ; oi a gianbiu-aid tow aids the erec- 
tion, alteiation, fuiunliing or ccjuipmeut of a 
church not w'holly const] noted out of public 
iimds , OI 

(^») the pioiision of additions to tbc list of special 
saloon and inspection railway cairiagos leserved 
foi the use of high oflicials , oi 

(c) the staff, household and contiact allowances, oi the- 
lesidences and furnituie provided ioi the use ol 
the Goiernoi* Geneial ; or 

(cl) 1 ail ways. 

The loregoing lulcs do not apply to expcndiluie m time of 
w^ar with a iiew^ to its piosecution The Government of 
India have full poweis with icgaid to such expendituie 
subject only to the geiicial control of wai operations which 
IS exeicised by the Secietaiy oi State ior India in consulta- 
tion wuth Hib Majesty’s Government, to the necessity ot 
obtaining the sanction of the Secretaiy of State in Council' 
to really important special measuies leqiuicd to cairy out 




Chap 5 ] 


AUDIT AGAINST SANCTION. 


[ 61 


those o^Derations, i^heie in the judgment of the Government 
of India time pcimits a previous lefeience to him; and to 
the obligation to keej) him as fully informed as circum- 
stances allow of their important actions 

The Schedule 

1 Indian Civil Service 

2 Indian Police Service. 

3 Indian Porest Service 

-1 Indian Educational Service. 

5 Indian '^giicultural Service 

6 Indian Service of Engineers 

7 The Indian Vcteiinaiy Sei vice 

, 8 Indian Medical Service. 

9 Imperial Customs Service 

10 Indian Audit and Accounts Service (Civil and Mill- 
taiy) 

11 Superintendents and Class I of the Survey of India 
Ecpaitment 

12 The Superior Staff of the Geological Survey of India 
Department 

18 The Superior Telegraph branch of the Posts and Tele- 
graph Deparlinent 

14 State Pailv ay Engineering Service 

15 The Superior Staff of the Mint and Assay Denart- 
ment. 

16. Archaeological Department 

17 Any other service declared by the Secretary of State in 
Council to be included in this Schedule 

51 Besides the neces'^ity for the existence of the sanction Budget 
•of proper authority as explained in previous paragraphs, it 
IS a fundamental rule that funds should be provided for all of giantl 
items of expenditure Eor this purpose the expenditure is 
•divided into two^classes, mz., (1) Voted and (2) ISton-voted, 
mde jraragraph 58 The funds for the former are sanctioned 
by the legislature, while those for the latter by the Govern- 
Dient, as explained in detail in Chapter 6 
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52 In dealing with the audit of sanctions in this chapter, 
it IS necessary also to deal with the sanctions to expendituie 
on public services and to state how they aie affected by the 
Eeforms 

Section 96B (2) of the Act authorises the Secretaiy of 
State to make rules fo'^ ''egulatmg tbe classification of the 
civil services in India, tJie methods of then recruitment, 
their conditions of seivice, pay and allowances and discipline 
and conduct Such rules may, to such extent and in respect 
of such matters as may be jii’escribed, delegate tbe iiower of 
making rules to tbe Governor Geneial in Council oi to 
local Governments, or authoiise the legislature in India to 
make laws legulating the public services 

The rules legardiiig classification, recruitment, discipline 
and conduct aie contained in the Eecruitment Hules. Tbe 
classification made under this section divides the sei vices 
attached to piovinces into 4 classes — 

(1) All-India Services 

(2) Piovincial Sei vices 

(3) Suboidinate Services. 

(4) Ofiicers holding special posts. 

The powers of sanction of expenditure from pio\incial 
levenues on these services are set out in paragraphs 46 to 19 
above „ Where central revenues are concerned the powers 
are set out in paragraph 50 above but tbeie the term 
all-India Senaces cannot be used as that term has been defined 
in tbe Hecruitment Rules with reference to services paid 
from provincial revenues only In regard to public services 
admmistermg central subjects, tbe powers delegated to the 
central Government are the same as those allowed to 
provincial Governments for services in connection with 
reserved subjects subject to the necessary grants being voted 
by the Legislailve Assembly 

53 Tbe rules regarding conditions of sei vice, pay and 
allowances are contained in the fundamental Rules v bi eh 
take the jilace of corresponding rules in the previous com- 
pilation called the Civil Service Regulations Tlie folio win c 
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are the mam principle'^ undeilying the Fundamental 
B-ules — 

(1) Duty IS the basis oi pay and leave, that is 

(a) an officei })erforining the duties of an appoint- 
ment gets the pay of the appointment iriespec- 
tive or the fact whether he is holding it sub- 
stantiyely oi is only officiating in it, aad 

{b) the period of duty which an officer puts m is made 
the basis foi calculating his leave. 

(2) No acting piomotion is to be given unless an officer’s 
duties are changed 

(3) A leave account is to be maintained, all the entries 
in which whether of leave earned or of leave ta, ken are in 
teims of leave on average pay But the leave taken niay be 
either on aveiage pay, half aveiage pay or quarter average 
pay 

54. Section 96B (3) of the Act permits the Secretaiy of 
Stnte in Council to fiame rules lelating to pension. Such 
lules which will replace the corresponding rules in the 
Civil Service Uegulations have not yet been approved by the 
Secretary of State 

55 As pointed out in paiagiaphs 42 and 43 above, the Delegation of 
question ot delegation was veiy complicated before the intro- 
duction of the Reforms At present, however, the Governoi 
General in Council and the Governors in Council are at 
liberty aftei pievions consultation with the Finance Depart- 
ment of their Government, to delegate, nith or without 
conditions, to any officei suboidinate to them, or (in the case 
of the Governor General in Council) to a local Government 
acting in relation to cential subjects as the agent of the 
Governor General in Council, any of thepoweis of sanctioning 
expenditure which they themselves possess As exjdained 
in paragraph 60 above, it has further been ruled by the 
Secretary of State that any orders of delegation which the 
Governor General in Council may issue may also contain a 
provision to the effect that the authority to which the powers 
are delegated may in turn le-delegate any of its powers to 
any lower authority. 


D ^ 
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Chapter 6 

Audit Against Appropriation 

56. The incmnng of expenditure fiom the levenues of 
India IS invaiiably subject to the folloAving main condi- 
tions — 

(i) That there exists a sanclion of coinxietent autho- 
rity foi incurimg the chaige 

(^^) That funds to covei the charge duimg the year 
have been provided by comjietent authority 

The audit in lespeet of condition (^) has been dealt vith 
in Chapter o, and this chapter deals with the audit in 
respect of the provision of funds or the appropiiation to 
covei the charge 

57 As stated m paragrajih 7, the Governmenl" and the 
legislature decide as to the amount of expendituie which 
can be incuiied m any yeai in cariymg out the various . 
activities of the Government The assignment to meet 
specified expenditure fiom the funds so sanctioned by 
Government oi the legislature is called an aj)pioj)iiation. 

58. Tor the pui poses of determining the autlioiity which 
can provide funds the Government of India Act divides 
expenditure into two classes. ? c , (1) Voted and (2) Non- 
voted The former class includes the items for which the 
pi 0 vision of funds is subject to the vote of the legislature , 
while funds foi the lattei class aie sanctioned by Govern- 
ment without leference to the legislature. The latter class 
includes only the following items — 

Central JE'i'penchture :~ 

(z) Interest and sinking fund cliaiges on loans 

(m) Expenditure of which the amount is prescribed 
by or under any Jaw. 

Jili2}lanafion — Prescnption nuclei any law should be consideied to 
include all cases in which an authoiity is empowered to fix the sum 
which shall be expended upon a paiticiihu object and that authoiity 
p’oeseds to deelaie the particular amount which shall be so expended 
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{hi) Salaiiesand pensions of person‘s appointed by or 
With the approval of His Majesty or by the 
Secretaiy of State in Council 

Explanation ! — The term salaries ” as defined by the Goveiuoi 
Geneial in Council undei section 67A (4) of the Government of India 
Actj includes the following emoluments — 

(a) Any emoluments classed as pay undei Fundamental Rule 

9 ( 21 ) 

Any emoluments drawn monthly by a Government seivant 
w'hich are classed as compensatoiy allowances under Funda- 
mental Rule 9 (5) except tiavelling allowances as defined in 
Fundamental Rule 9 (33) 

Any emoluments classed as leave salaiy undei Fundamental 
Rule 9 (12) 

Explanation 2 — The woids '' appointed by or with the appioval of 
the Seeietary of State in Council” should be interpreted as explained 
below — 


{V) 


(c) 


(1) All appointments made in England piioi to the date of the 

passing of the Government of India Act, 1 9 1 9, , the 
23rd Decemhei 1919, including cases where a contiacfc has 
been entered into signed bv tuo members of the Council of 
India and is expressed to be made by the Secietaiy of State 
in Council, should be treated as having actually been made 
by the Secretaiy of State in Council, for the purposes of 
Sections 67 A (8) fill) and 720(3) (iv) of the Government of 
India Act This position will not be affected even if the 
' persons concerned are tiansfe^iied by an authority in India 
to posts othei than those to which they were originally 
appointed provided there is no break in then services 

(2) From the date of the coming into foice of section 29 A and 

the amendment of section 29 of the Act, vig , the 29th 
July 1920, appointments in England may be made by — 

(i) the Secretary of State ih Council, 

(n) an agent of the Secretaiy of State in Council in England, 


or 


\(i«) 

\ 


the High Commissioner contracting on behalf of thj 


_ _ - _ _ - ^ _ 

Goveinoi General in Council or a local Government 


In thf-e cases only appointments falling under (i) will come within 
the piovisit^s of the sections 

(3) Alhappointments made in India both before and after the 
Essing of the Government of India Act, 1919, should 
■orally be assumed to have been made by an authoiity in 
'Ino^ unless theie is definite evidence to show that the 
Seci+aiy of State in Council specifically appointed the 


\ 
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particulai person The salaries of all persons appointed m 
Indra are therefore usually votable although the form of 
their agreement of servree may have been approved by the 
Secretary of State or the post to whrch they are appointed 
may have been sanctioned by that authority 

[iv) Salaries of Chief Commissioners and Judicial Commissioners 

[v) Expenditure classified by the order of the Governor General 

in Council as — 

(a) Ecclesiastical, 

(i) Political , 
ic) Defence 

Provincial PJxjoenditure : — 

(i) Contiibiitions payable by the local GroYernment 

to the Groyernor General in Council 

(ii) Interest and sinking fund charges on loans. 

(ill) Expenditure of which the amount is pi escribed 
by 01 under any law 

(iv) Salaries and pensions of persons appointed by or 
With the appiOYal of His Majesty or by the 
Secretary of State in Council 

- (v) Salaries of -judges of the High Court of the 
]iioYince and of the Advocate Geneial 

All othei items of expenditure are classed as voted. 

59 The proposals of Government for expenditure on 
noted items aie submitted io the legislature in the form of 
demands for giants under the following rules made Tinder 
the Act — 

“ (1) A separate demand shall ordinarily be made m 
respect of the grant proposed for each department of the 
Government, jirovided that the Finance Membei m^y m 
his discretion include in one demand giants pioposed -or two 
01 more dejiartments, oi make a demand in respect of ex- 
Xienditure which cannot readily be classified under ^articular 
departments 

(2) Each demand shall contain, first a statenont of the 
total giant proposed, and then a— statement of detailed 
estimate under each giant divided into items 
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(3) Subject to these lules the Budget shall be piesented 
in such a form as the Bmance Member may considei best 
fitted foi its considei ation by the Assembly ” 

The demands are sub]ect to the further lestrictinu that 
if any expenditure requires the sanction of the Secietary of 
State in Council, it should not be included m a demand 
ujiless the requiied sanction has already been obtained 
See paragraphs 46, 48 and 60. 

The legislature can vote only on proposals so placed 
befoie it by Government This provision has been made in 
the Covernment of India Act on the analogy of the existing 
2 nactice in England 

An extract from the schedule of demands for giants of 
the Central Government, for the yeai 1922-23, submitted 
foi the vote of the Legislative Assembly which is printed 
as Appendix A will show how demands aie actually jiienared 
at piesent. 


\ 

\ 


60. The legislature may grant, or refuse its assent to, 
any demand or may reduce the amount referred to in any 
demand by a i eduction of the whole grant (or, in lespect 
of piovincial expenditure by the omission oi reduction of 
any of the items of expenditure of which the giant is 
composed) As the legislature consists of an elected 
ma 3 ority, this powei confeis on the jieojile of India a consi- 
deiable amount of control over the expenditure of India 


So tar as voted services are concerned a specific grant has to 
Jie sanctioned by the legislature befoie sanctions to expendi- 
\ire can be acted upon The control of the legislature is 
however, final as the Act gives the Governor General 
andi]ie Governors certain powers, which are detailed below 
to liiCij expenditure even though it has not received the 
assent b the legislature 
\ " 

Cenircd ^^''^jenditure 
The den^i^( 2 g 

as voted by the Legislative Assembly 
shall be submi^g^ 2o the Governor General in Council who 
shall, if he declaoo that he is satisfied that any demand 
which has beenN^^^gg^ ^iie Legislative Assembly is 
essential to the disc^.gg responsibilities, act as if it 

had been assented ^Ojiiotwithstanding the withholdins: o'f 
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such assent or the reduction of the amount therein referred 
r.o, by the Legislative Assembly 

Notivithstandmg anything in this section the Governor 
General shall have in cases of emeigency, to 

authorise such expenditure as may, in his o];)inion, be 
necessary foi the safety or tranquillity of British India or 
any part thereof ” 

Provincial Expenditure. 

“The local Government shall have power, in lelation to 
any such demand, to act as if it had been assented to, not- 
withstanding the withholding of such assent oi the leduc- 
tion of the amount therein referred to, if the demand 
relates to a reserved subject and the Governor certifies that 
the expenditure provided foi by the demand is essential to 
the discharge of his responsibility for the subject . and the 
Governor shall have power in cases of emeigency to autho- 
rise such expenditure as may be in his opinion necessary for 
the safety oi tranquillity of the province, or for the caiiying 
on of any department ” 

Difference 61 It Will be noticed that there is an essential difference 

ponoTsofa between the powers of a Governor and those of the Governor 
Governor arc General In cases of emergency both can authorise expendi- 
Gene^aT^™”^ ture but in other cases while the Governor can sanction 
expenditure which he certifies to be necessary for the dis- 
charge of his responsibilities only in the case of certain 
subjects cla'isified as “Beserved,” the Governor General 17 : 
Council can adopt this pioceduie in the case of all expen^^” 
tuie under his control This difference is due to the -^^ct 
that in the case of central subjects no portions are ‘'lans- 
feiied to popular contiol and placed entirely the 

control of the legislature 

Grants and 62 A demand when sanctioned becomes a j^^^t which 
appropnatioD. be in lespcct of expendituie falling unde oi moie 
major heads or sections of a major head pui poses of 

financial control, the grant or portion of ao^^^t allotted to 
each major head of account is divided mt l^’i^iary units of 
appropriation, each of which may be sub-divided 

as may be necessary into secondary appropriation. 
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Tlie distribution of appiopiiatious for primary units is 
Iisually effected as nnder — 

(z) The whole or a part of the appiopnation for a 
primary unit within a giant may be placed at 
the disposal of a conti oiling authority or a dis- 
bursing officGi, or the unit may be broken up 
into a numbei of* secondary units (to covei a 
numbei of items of expenditure oi a number of 
detailed heads of account) and the appropriation 
for any of these wholly oi in part, may be placed 
at his disposal 

(ii) A controlling officer at whose disposal an appro- 
priation for a primary or secondary unit has been 
placed, may, out of it, allot funds tor expenditure 
on a specific item, or on’ a gioup of items 

(zzz) The sum total of all appiopriations made by any 
conti oiling authority fiom a unit should not 
exceed the amount of the unit, oi portion thereof , 
placed at his disposal 

Example — ^The ^;olIo^vlng aie some of the pnmaiy units foi the 
grant of Cml Woiks of the Cential Government — 

Oiiginal Works, Repaiis, Giants-in-aid, Pay of Officeis, Pay of 
Establishment, Allowances, honoiaiia, etc , Supplies and 
sei vices. Contingencies and Suspense Any sub-hvision of 
these, e g , majoi woiks and minoi woiks under the unit foi 
Oiiginal Woiks oi the sub-divisions of the unit of Suspense 
into Stock, London Stoies, Miscellaneous P W. Advances 
and Pui chases are called secondary units 

63 Once the legislature have sanctioned the giants, the suppu 
amount; of these giants cannot be increased without the ™entary 
further sanction of that body This sanction is necessaiy 
in the following cases and is accoided in the form of a 
supiplementaiy grant — 

(z) when the amount of a grant voted in the budget 
is found to be insufficient for the purpose of the 
current year, or 

(n) when a need arises during the current year tor 
expenditure, for which the vote of the legislature 
IS necessary, upon some new service not con- 
templated in the budget for that year. 
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Gl' But Within the amount of tlie sanctioned I’Tant, the 
Gorerument posses'^c'; full ])oweis of Irnnsferring the provi- 
sion from one unit to another by a loimal oidei oi re-nppio- 
pnatioii Ifor example, the Ifmance Depaitmcnt of a local 
Go'^crnment has hcon given powei to sanctionany ic-nppio- 
priation within a grant fiom one maioi, minoi or subordinate 
head to auollier The Membi'i or IMmistei in charge of a 
dcijartment has powei to ‘lanetion ic-appiopnations within a 
giant between heads suboidinatc to a minor head, proiided 
the tiansfcr does not involve iindeifalcing a rcciirimg 
liabilitv Powei’s of re-appro])riation may also be delegated 
by a Member oi Minis! ei to siiboulmate authorities vith the 
sanction of the Pinancc Department nndci the mles fiaincd 
by the local Government As regards re-appiopiiatioii from 
one giant to anothei no autlioritv subordinate to the 
Legislative Council has the power liecaiisc the amounts of 
the giants arc fixed by that body and tho^c amounts cannot 
be inci eased witliout then further sanction The powers 
of rc-appropriation within the grants undei the Govern- 
ment of India aie regulated by iiiles made by tlic Governor 
General in Council 

Go The powers icferied to in the pieccfbng paiagiapli 
refei only to tliosc seniccs foi which exponditnro is voted 
by the legislatuies So far as? non-voted sei vices aio 
conceined any expcnditmc in excess of ihc estimate foi that 
head showm in the budget foi the jear cun ho iiicuircd only 
after consultation ■with tlie Finance Deiiaitmcnt As fegaids 
le-appropiiation fiom one head to another, as the expenditure 
undei these beads is coinpulsoiy and has to ho sanctioned after 
consultation with the Finance Depai I inont, no rc-aiipiopiiation 
will be necessaiy The Finance Depai tment may, liow'ever, 
frame rules to regulate the procedine where rc-appi opriations 
aie found to be necessary This lule applies only to expen- 
diture on provincial sulijccts As legal ds cential subjects 
the Governor General m Council has full pow ei as legards 
non-voted services and they wull be exercised by the several 
departments of the Government of India in accoi dance with 
the lules fiamed by the Governor General in Council. 

66. Ke-appiopiiations fiom a non-voted bead to a voted 
bead of grant under a Ipcal Government aie not permissible 
as a voted grant cannot be increased except by the Legis- 
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lative Council E,e-aj)piopriations from a voted head to a 
non-Toted head are permissible and may be sanctioned by the 
Finance Department of a local Government if the local 
Government anticipates a lap«e under the voted head oi 
"theie IS an actual surrender fiom the voted grant. E,e- 
appropriations trom a voted head to a non-voted head under 
the Central Government are regulated by rules framed by 
the Governor General in Council 

67. The Audit Department is responsible for auditing Duties o£ the 
the grants, approxniations and le-appropnations and f or 
auditing the expendituie against grants and a 2 ipropiiations 
to the extent indicated below — 

{a) Audit of grants. 

To see — 

(i) that the grant for votable expenditure is coveied 
either by the vote of the legislature oi by orders 
issued undei Sections 67 A (7) and (8) or jirovisos 
(«) and (5) of Section 72D (2) of the Government 
of India Act as the case may be ; 

. (ii) that the grant for non- votable expenditure has 
been sanctioned by Government 

(b) Audit of ajjpropriations and re'ai^p'opriations 
To see — 

{i) that the order has not the effect of increasing 
the .I mount of a grant without the sanction of 
competent authority, 

{ii) that the amount ajipropriated is available under 
the unit trom which it is allotted, and 

(in) that the order is issued by comjietent authority 

(c) Audit of expenditure against grants and appropria- 

tions, 

(^) The Audit Officei is res]ionsible foi watching firstly, 
that the total exjiendituie under a grant does not exceed the 
grant and secondly that the total exjienditure on each 
jiiimaiy unit vithin a grant does not exceed the ajiju’opria- 
tion theiefor, as modified by orders of le-appropiiation passed 
by competent authoiity fiom time to time. 
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(z^) He miisi furfelier see on behalf of the executive 
Government (Central or Provincial) that, if under the 
financial lules of that Government, a paiticulai object of 
expenditure requires a specific appiopiiation, all expendituie 
on it IS audited against such appropriation 

(zzz) Similaily, if a lump sum appro jniation is made 
for a gioup of items of expendituie of an ofiice, the total 
expenditure thereon will be audited against the lump sum 
placed at the disposal of the disbuising officei for the 
purpose. 

(zv) When, howevei, several officers aic authorised to 
incui charges relating to a unit of ajipi opriation, against a 
lump sum appropriation placed for the pprpose at the 
disposal of a single higher authority, it devolves ' upon this 
authority to watch the progress of expenditure in all the 
offices and to keep the aggregate charges within the 
appiopnation If the Auait Officei is lequesl-ed by the local 
Government to audit the charges against the appiopnation, 
he will comply ivith the request 
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Ohapter 7. 

Audit and Appropriation Reports 

68 The detailed lesuits of audit aie repoited by Audit 
Officeis to the dishuismg and controlling authciities at die 
eailiest opportunity under the pioceduie laid down in 
Chapters 40— T2 of the Audit Code, but the collective lesults 
of audit are pi esented annually by the Auditor Grneial to 
the Government in tno lepoits, viz ^ (1) the Audit Report, 
anci (2) the Appropriation E^epoit, which aie placed befoie 
the Public Accounts Committee of the legislatuie Copies 
ot these leports are also submitted by the Auditoi General to 
' the Secietaiy of State thiough the Governor General in 
Council, as lequu’ed by the folloiving rule framed under 
section 96D (1) of the Government of India Act — 

“io {ri) The Auditor General shall on such dates as 
he may iirescribe, obtain from each ptincipal auditor, and 
from any officeis oi the Indian Audit Department to whom 
he may entrust this duty. Audit and Appropriation Reports 
reviewing the results of ’tlie audit conducted by and under 
such officer during the past official year Any officer of 
Government may be called upon to provide any information 
necessary for the piepaiation of these reports, which shall 
he in such form and sh<ill deal with such matters as the 
Auditor Geneial may prescribe On receipt of these reports 
The Auditor Geneial shaU transmit Them to tlie Goveinoi 
General in Council or to the Pinance Department of the 
local Government concerned wuth such comments as he may 
"think fit 

(6) The Auditor General shall forward to the Secretary 
ot State through the Goveinoi Geneial in Council the 
■several reports dealing with the total expenditu e in India 
in each yeai wuth his detailed comments on each report 
and ma}?' also ofFei such furthei comments of a general 
natuie as he may think fit ” 

These reports are prepared separately foi each province 
nnd administration by the Accountants General concerned 
fyide Article 801 ot the Audit Code) and the reports for 
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Posts and Telegraphs, Hallways, Military and Indian Stores 
Departments are piepaied by the Accountants General of 
those departments for submission to the Government through 
the Auditor General The detailed rules for the preparation 
of these reports are given in Chapter 43 of the Audit Code 

Audit Repoit. 69 The Audit Heport deals with the collective lesults 
of all classes of audit, excluding the audit in resiiect of 
appropriations, i.e . — 

(«-) Important cases- of financial irregularity, e.g , 
those involving serious breaches di rules or orders 
leadino; to, or likely lo lead to, losses of public 
money, or serious breaches of audit piocedure oi 
safeguards. 

(n) Statistics and analysis of objections with com- 
ments on the types of iriegularities generally 
committed towards the end of the } ear 

{^l^) The special activities of the Audit Depaitment 
dm mg the yeai 

70 The procedure followed in calling attention to the 
iriegularities of class {%) referred to^in the pirevious paragraph 
requires special mention As soon as an Audit Officer 
becomes aware of a serious disregard of a financial rule he 
reports it at once to the head of the department in winch 
t^e officer responsible for the iiregulaiity is serving He is 
entitled to be told what action is taken on his report and 
if the action taken is not adequate the matter is reported to 
the Durance Department for such action as may be suitable 
Important casea aiethen brought to the notice of the Public 
Accounts Committee periodically throughout the year, if so 
desired by it, in reports in which the action taken by 
Government in each case is ‘Stated They are mentioned in 
the next Audit Heport with full paiticulais specifying the 
lecommendations of the Public Accounts Committee, and 
further action, il any, taken by Government 

Appropuaticn 71 The Appropriation Heport deals mainly with . — 

(i) The results of appropiiation audit and 

(ii) the review of the financial position of the Gov- 
ernment. 
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Tlie results of ajipioiiiiatio]! audit are presented in two 
different portions in respect ot (1) audit on behalf of the 
legislature and the Public Accounts Committee and (2) 
audit on iiehalf of the execulirc Government The lesults 
of audit falling uudci class (1) are exhibited in Appiojiiiation 
Accounts in tuo imits Pait I compaies the consolidated 
grants vith the actual expenditure against each, stating 
also the revisions and ic-ajipiojiriations sanctioned dm mg 
the year Part IT details tlie figures of Part I by majoi and 
minoi heads tracing the laigc excesses into units ol ap- 
propiiation These accounts enable the Public Accounts 
Committee to satisfy itself tliat money has been spent by 
Government nil bin the scope of the demands giantcd and 
thac no cxpenditme has been inclined m excess ol the lote 
of the legislatuie The Public Accounts Committee and 
the legislature are not, liowever, piimarily concerned uith 
the funds placed at the disposal of the individual officers 
01 the amounts of expendituie memred by each such olbcer 
The lesulis of appiopriation audit on behalf of the executive 
Government aie thereioie published as an appendix to the 
Jleport in a separate volume to enable it to see that its 
agents have not disiegaided the limitations placed on them 

The leview of the financial po'^ition of the Government 
should indio'-te not only Ihe results of the year but should 
also show uheUicr the position ba‘' impioved oi deterioiated 
duiing the past tew years referiing to the mam causes that 
have heeii at work to effect the result To elucidate the 
pieseiit position, the cash situation will of couise have to he 
explained, but, m addition, the giowth or diminution of 
liability slionld be indicated Por this pui’pose, both i evenue 
and expenditure should be suitably analysed, and peimanent 
commitments distinguished tiom those of a tempoiary 
cliaractci, rhe formci being detailed ro the extent necessary, 
and the latter subdivided as may bo suitable Contingent 
liabilities,*' such as estimated expendituie on uncompleted 
schemes or woiks, should leceive special attention, as well as 
assets not yet brought to account 

72 As stated in paragraph 68 above the reports leceivcd mspo^ni of 
from the Accountants General aie submitted by the 
Auditor General with his comments to (1) the Governmeuts 
concerned for disposal as indicated in paragraph 74, and 
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(2) to the Secretary of State tlnongh the Governor General 
in Council In the latter case the Auditor General has to 
offei such comments of a general nature as he may think 
fit after scrutiny of the accounts of the whole of India so 
to present the general tiend. of audit development and the 
progress of financial contiol in India under the Preforms 
Scheme, quoting where necessary, individual cases of 
financial iiiegulaiity as examples illnstiative of the com- 
ments. 

73. As under the Heforms Scheme it is pioposed to 
" give the provinces the largest measure of financial in- 
dependence of the Government of India which is compatible 
u ilh the due discharge hy the latter of its own respon- 
sibilities ”, the powers of financial cohtiol which have 
hitherto been exercised by the Government of India, Finance 
Department, in regaid to piovincial finance will 'devolve 
in future to a large extent on the piovincial Finance Depart- 
ments and the provincial Legislative Councils Each 
piovincial legislature will for the exercise of its functions 
appoint a Public Accounts Committee which will deal with 
all reports from the Finance Department on excesses or 
le-appropriations. as well as with all audit and appropriation 
leports of the provincial Accountants Geneial, and will advise 
the legislature upon all seiious departuies- fiom budget 
provision and upon all suichaiges and disallowances oi the 
Audit Officers and upon the action which the executive 
authorities Iiave taken upon them The Committee will also 
bring to the notice of the legislature — 

(i) Every le-apjiropiiatiou fiom one grant to another 

giant , 

(ii) Every re-appiopiiation uithin a giant which is 
not made in accordance with the lules legulatmg 
the functions of the Finance Depaitment or which 
has the efiect of inci easing the expenditure on an 
item the piovision for which has been specifically 
reduced by a vote ot the Council , and 

(ill) all expendituie winch the Finance Department has 
requested should be bi ought to tho notice of the 
Council 
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Siiuilarly the Public'Accounts Committee of the Indian Legis- 
lature ivill exeicise the same functions and ivill deal with 
the Audit and Appropiiation Peports of the depaitmental 
Accountants General, and of the Accountant Geneial, 

Central lievenues, and '\Mth the repoits of the Pinance 
Lepnitment of the Government of India on important 
matters brought to notice 

74 The Pinance Lejiaitment will take into considei- -Action on tiie 
ation any i ecommendations of the Public Accounts Com- ' 
mittee or the orders ol the legislatuie and u ill at the same PuWic ' 
time forwaid to the Audit Officer and to the Auditor General coremlttcci 
(1) the report of the Public Accounts Committee, (2) the 
recommendations or lesolution of the legislatuie thereon 

and (3) any oideis that may he pas^^ed by the Government 
in giving effect to the views of the legislature 

It IS open to the Audit Officer in the next Audit 
Piepoit and to the Auditor Geneial in his comments thereon 
to indicate the action which has been taken in respect of 
eases pi evioiisly hi ought to notice and to comment on the 
adequacy of the action, 

75 These repoits are thus public documents of con- General, 
siderable importance They should, theiefoie, receive the 
Xiersonal attention of the Accountant General Every 
endeavour should he made to convey, thiough these reports, 

a ■just, iinpaitial, and yet sympathetic jucture of the financial 
administration, as, to the Government concerned, the icpoits 
will show the extent to which itb subordinate officer & are 
com]ilying vith its inies and oideis, and to the tax-payei 
and the Secietaiy of State, they will exhibit the extent to 
which the^ Government is conijilying with the orders and 
views of the legislature It should be boine particularly 
in mind that the control which the legislatuie of the 
provinces vill exercise over the provincial finance& will 
depend largely upon the effectiveness of the help rendeied 
by these reports 


n 
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Chapter 8. 

delations between the Audit Department and the Finance 

Department 

76 In paragraph 74 of the First Des^iatch on Reforms 
tbe Grovernment of India stated as follows — 

"The witlidiawal of external control over provincial 
finance implies the substitution of effective control 
within the piovince. That control in practice 
may be divided between the Finance Department 
(or treasury) of the piovince and the Legisjative 
Council 

The external control lef erred to here means the control 
which the Secretary of State and the Government of India 
exercised ovei piovincial finances piior to the mtioduction 
of the Reforms The Reforms have given the piovinces a 
large measuie of financial independen^'e as well as large 
jjoweis of taxation and borrowing The relaxation of the 
external control has now been replaced by control within the 
province paitly by the Finance Dejiartment and partly by 
the legislatuie This internal control is strengthened by the 
effective assistance I'endered by the independent agency of 
the Audit Denial tment which as explained in pdragiapii70 
brings financial irregularity and misdemeanour piomiueutly 
to the nonce of the executive authorities and tne legislatuie. 
This chapter deals with the relations which the Audit Depart- 
ment has with the Finance Department in controlling the 
finances of the countiy 

77. The duties of the Finance Department of a Goi'er- 
noi’s piovince aie detailed m Part III of the Devolution 
Rules and the more impoitant of the duties, which involve 
co-operation with the Audit Department may be summaiised 
briefly thus — 

(1) Scrutiny of the pioposals for new expenditure and 
guarding against undue grovth of expendituie 
on the public seivice. 
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(2) The safety and proper employment of the famine 
insurance fund and of the pioceeds of borrowing. 

(3) Flaming of the financial rules and arranging for 
the maintenance of suitable accounts thioughout 
the province 

(4!) Controlling the delegations of financial jiowers by 
the local Government and the subordinate 
authoiities. 

(5) Taking action on the leiiorts of the Audit Depart- 
ment and acting in co-ordination with that depart- 
ment. 

78 As regards (1) of the previous paragraph, the Finance 
Department demands ]iistification for new expenditure from 
the department which proposes it and challenges the neces- 
sity for spending so much money to secure a given object. 
The functions of the Finance Member in this respect aie, 
however, advisory and the Minister or the Member in 
charge of the department concerned is not bound to accept 
the advice given by the Finance Member Hut, after the 
expenditure is sanctioned or appears in accounts, the Audit 
Officer investigates tlie necessity for it through the pio- 
oeedings and other papers leading to its sanction and if he 
considers the expenditure to be extravagant, he is m a 
position to challenge it and bring the irregular expenditure 
of public money to the notice of the Public Accounts Com- 
mittee and*, the legislature through his Audit Report. 
Thus the Finance Department and the Audit Department 
have analogous functions in regard to new expenditure — ^the 
former advises before action is taken and the latter scru- 
tinises the action taken either on receipt of the sanction or 
when the expenditure appears m the accounts 

79 In regard to item (2) of paragraph 77 the Finance 
Department has to see that proposals for the utilisation of 
the famine insurance fund and borrowed money fall within 
fhe objects on which they may be spent under the rules, 
while the Audit Department has to satisfy itself by its 
exjoost Jacto scrutiny of the expenditure that such funds are 
actually spent only on authorised objects, and that if loans 
have been spent on uapioductive objects sinking funds have 

E 2 
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been created iiuder the Local Goveinment" (Bon owing) 
Buies 

80 In respect of item (3) of iiaragraph 77 the Binance 
Lejiaitnient fiames lules uhicb arc necessaiy to secure 
proper financial control in consultation with the Audit 
Lepartmentj and the lattei department has to sec that the 
rules are framed so as to satisfy the lequircments of audit 
and do not, impair the efiiciency of audit As regaids- 
accounts the Auditor General deteimincs tbefoim in uliicb 
ofiiceis rendciing accounts to the Indian Audit Bepaitment 
shall render such accounts and in which the inilial accounts, 
from which the accounts so icndeied aie compiled oi 
on uhicli they are based, sliall be maintained As 
regards any othei accounts tliat may be necessary, the 
Finance Department has to make nccessaiy airangements 
for maintaining suitable accounts In such matters it nili 
no doubt find it desiiable to olitain tlie advice of the Audit 
Depaitmeiit One bianoh of woik in which these duties of 
tlie Finance Department are of special impoitance is “ Local 
Funds ’ as these aie not sub]ect to the audit of the Indian 
Audit Depaitment and the local Government is lespoiisihi^ 
for making its own arrangements for audit As legaids all 
accounts maintained by departments undei a local Govern- 
ment the Finance Department is lesponsible for satisfying 
itself that tliey aie actually kept in accoi dance with the 
pi escribed rules 

81 In lespect of item (4i) of paiagraph 77 above, the 
Finance Department examines the pioposals for delegations 
of poweis to ensure that such delegations are necessary for 
the convenient and efficient despatch of public business. 
After the ordcis for delegations are sanctioned the Audit 
Officer has also to satisfy himself in all impoitant matters of 
delegation that they ai e not likely to impair seiiously the 
eflSciency of the conduct of public business For instance, 
the principle of authoiising disbursing ofdceis themselves 
to sanction special charges may be carried too far or 
extended to cases in which obvibusly some sort of contiol by 
higher authority is advisable If such cases are important, 
the Account, mt General should make a suitable lepiesenta- 
tion to the Finance Department, and thus give the latter the 
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' opportunity of reviewing or leconsidering the order as the 
•case may be. 

82. As to item (5) of paiagrapli 77, the Pina nee Depait- 
ment on leceipt of a report from the Audit Officer to the 
effect that expenditure for which theie is no sufficient sanction 

' IS being incurred, may require the department concerned to 
take steps to obtain the necessary sanction or to stop the 
unauthorised expenditure As stated in Chapter 7, it lays 
the Audit and Appiopriation Reports before the Public 
Accounts Committee bringing to its notice all unauthorised 
expenditliie as well as financialiiiegiilaiities 

83. The spirit winch should animate audit was explained 
in paragraph 77 of the Fust Despatch on Reforms from 
which the following extract is given . — 

‘ ‘ The audit will not only see whether there is quoted 
authority for expenditure but will also investi- 
gate the necessity for it It mil ask whether 
individual items were m furtherance of the 
scheme for which the budget provided , whether 
the rate and scale of expenditure were justified 
in the circumstances , in fact, they will ask 
every question that might be expected from an 
intelligent taxpayer bent on getting the best 
value for his money. The audit officers will also 
devote more of tbeir time to looking into the 
mannei in which the various executive officers 
are uudeitaking their more important financial 
responsibilities.” 

Put as this ideal cauuot he obtained without close co- 
ordination between the Audit office and the Pinance Depait- 
ment, the Government of India in paragraph 75 of the same 
Despatch explained the desirability of such co-ordination 
as under • — 

" Dinally the Finance Department must be in intimate 
relations with the audit. It will have to advise 
the auditor regarding the scope and intentions of 
schemes of expenditure, having itself been 
apprised of these in ' its discussions wnth the 
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executiye aufclioiifcy at tlie pielimmary stages. 
It will be consulted by the auditor aliout the 
detailed apxilication of financial pimciples and the 
mterpi etation of financial rules. It will keep 
him informed about prices, local rates of labour, 
and many other facts which are relevant to his 
audit, but of which he has uo diiect source of 
knowledge.” 

84 The finance Department also looks to the Audit 
Depaitment for assistance in the dischaige of its own duties 
in prepaimg the budget estimates and watching the pro* 
gress of leceipts and expenditure, and the following statutory 
rules pi ovide for such assistance being given by the Audit 
Depaitment . — 

“ 23. The Auditor General shall supply, or shall arrange 
that office! s subordinate to him supply, any 
information required by the Governor General 
in Council or by alocnl Government which can 
be derived from the accounts maintained in the 
offices under his control 

24 The Auditor Geneial shall ariange that such assist- 
ance as maybe requiied shall be rendered by 
the officeis of the Indian Audit Department to 
the Governor General in Council, the local 
Governments and othei authoiities m the 
preparation of their annual budget estimates ” 

86. The foregoing paragraphs refei only to the relations 
between the Audit Department and the Dinance Department 
of a Governor's province, but similar pimciples apply 
geneially in regard to the relations of that department with 
the Dinance Department of the Government of India 
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Allocation of expenditure to Capital and Revenue 


86 In paiagiapli 6 above, the importance is emphasised, Sprcmi 
111 dealing with commercial accounts, of a ooiiect allocation neco6s^*r> m 
of expenditme to the Capital account Some departments tPe case of 
of Government, as for example, Railways, Tirigation, Posts 
and Telegiajilis, are woiked on a commeicial basis, and 
capital acconnts are maintained foi svch departments They 
aie termed in the Civil Account Code quasi commeicial 
departments 

S'? dust as a mei chant will not embark on any new piciminniy 
ventuie until be is satisfied that it is going to pay him, so mvcstigntioDs 
it is incumbent on the lesponsible officeis of Government, 
before deciding on any scheme of railway ~ consti notion, to 
count the* cost ” and satisfy themselves that the levenue 
to he derived fiom tbe working of the pi ejected railway, 
after meeting all expenses connected with its opeia<ion, 
maintenance and upkeep, will repay tbe interest on the 
capital expended on its consti notion and equipment 

An essential preliminary to the construction of a new 
railway, then, is an estimate of the co'^t of such construction 
and of tbe probable gioss levenue which will be lealised after 
constiuction. This information enables tbe authority, who 
under the Audit Resolution has power to sanction the 
construction of a railway, to determine whether sanction 
should be accoided to the construction oi not 


88 The success of a commercial undertaking is deter- Uistinction 
mined by the percentage of the net profits to tbe capital 
expenditure It is essential then to distinguish between 
expenditure which is debitable to Capital and Revenue 
accounts, respectively Mi Dicksee m Ins tieatise on 
Auditing diaws this distinction as follows — 

Shoitly stated, the question can in any event be 
answered by finding the answer to the following question . 


Xoxr — For the sake of simplint\ lailwoy sclieuies only are referred to in Uiis 
description is equally apjilicalde to a scheme for rny other form ot Governmeut 
undertaking on con ni'rcial hnos 
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'' Has tile paifcicular expenclilure mcuired in any individual 
" case been incurred for the sake of improving the earning 
'' capacity of the undertaking ^ If ihe ansiver tothis question 
“ IS in the affirmative, then, and to that extent, the expendi- 
“ tine in question is Capital expenditure But if it has only 
“ had the effect of putting the earning capacity of the un- 
“ dertaking upon the same footing as tliat which had pre- 
" viously obtained (and winch has since declined by the 
“ oidmary pioce'^s of Aveai and tear, or the effluxion of 
" time, 111 lespect of which no provision has been made) 

" it must he chaiged against Revenue The pi ecise meaning 
of tills lattei qualification is that the mere renewal of 
‘"wasting assets, not otherwise provided foi, cannot be 
‘‘ called Capital expeiiditme, but that any extension, oi the 
‘'acquiring of fresh assets, is in the natuie of Capital 
expenditure ” 

89 It is obvious, then, that the whole of the initial 
expenditure on the consiiuction of the railway pi lor to its 
being opened foi tiaffic must be reckoned as Capital ex- 
pendituie, but that the Capital expenditure on a railway 
does not cease with tlie closing of the Project Estimate 
That estimate meiely provides foi the fiist construction and 
equipment of the i ail way to meet the needs of traffic 
anticipated at tlie time of opening As the traffic expands 
so tlie need for additional facilities increases, and, inasmuch 
as there is piactically no limit to the expansion of tiaffic 
on a railwaj^ the Capital account of the railway is nevei 
actually closed, but is added to from time to time in respect 
of extensions, eiilaigements. alterations, and substantial 
periranent improvements which add to the oiignial value oi 
durability of the property 

90 With effect fiom the date of opening of the Railway 
a separate set of Revenue accounts has to be kept up , 
in addition to the set of Capital accounts previously 
maintained , and in the prepai ation of estimates, the alloca- 
tion of bills, and the final record of expenditure in the 
account^, a clear distinction has to bo diawn between 
expenditure of a Capital native, such as is lefeiied to above, 
and the money spent on e'-tablishments employed in earning 
levenuc, qi on the carrying out of repairs, maintenance^ 
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restoiations, renewals, and substitutions chargeable to the 
Hevenue account 

91 The first seiious attempt to apply the genei-al 
piinciples enunciated in paragraph 88 above to the detailed 
facts dealt with in the open line accounts of Indian lailways 
was made in Sii Cliailes Wood’s despatch of 1864, lelevant 
poitions of Tihich are quoted below — 

(«) “ There can be no doubt that the expenses of an 
additional length of railway, of the doubling of 
an existing line, of the original construction of 
any woik including that of tliose intended to be 
only temporal y, as well as of all additions to 
existing works, ought to be charged to the 
Capital account.” 

(5) “ When new lines form a 3 unction vith an existing 
raihvay, the expense of the junction, and all 
its concomitant appliances of stations, sidings, 
signals, etc , is properly chargeable to Capital 
account and the cost should he divided, m such 
’ jiroportiou as may he fair, between the two 

railways for whose mutual and joint benefit the 
junction IS made.” 

(c) “ The cost of additional stations and of any im- 
jiortaut building, not previously contemplated 
which IS added to an existing station, should be 
chaiged to Capital account ” 

{cl) “ The cost of maintaining m a proper condition the 
woiks when completed must be charged to the 
Eevenue account, but if any extraordinary 
casualty should occur such as the destiuction 
of a bridge by flood, the case must he legarded 
as exceptional, and the cost of construction or 
replacement must he charged to Capital oi 
Kerenue, or divided between them, as may be 
deemed propel, according to the circumstances 
of the case.” 

(e) “In lelaymg rails, if the original rails have proved 
too light and additional strength in iveight of 
non or steel he required, the Capital account 
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sliould bear iiic dilTcrcncc bciAveen tlio cost of 
(lie iie\v and improved lails and tliat of replacing 
(he old lails by lails of similar character, 
Eevenue being chargeable for relaying and all 
other expenses The same principle should he 
ajiphed to replacing by iron sleepers (hose of 
wood oiigiiially laid down ” 

{f) "In the locomotive stoclc, Capital ought to bear 
the first expense of any addition u Inch may be 
made to the existing stock and of any important 
iminovcment or alteiation uhich may be made 
in the same, as u ell as of machinery which is 
absolutely new, and not merely in replacement 
of old but all repairs and less important altera- 
tions of the existing stock of engines, carnages 
01 wagons already paid foi and handed over foi 
workins: pui poses should be chaiged to Eevenue 
The rolling stock and plant, after being once 
paid for trom Capital must 1)0 kept by Eevenue 
to its full complement 

{(f) " In no case should the cost of mere appurienances 
of stock, aftei the opening of a line, oi of a charge 
such as the substitution of one mode of lighting 
for another, ulicther in engines, caiiiagcs, sta- 
tions, or signal lampc. the cost of nhieh has 
already been paid for out of Capital, be admitted 
as capital expenditure TJiesc propcily belong 
to the tiaflic Eevenue account ” 

The guiding piinciplc right through, it will he observed, 
is that Capital having once paid for a work or service should 
not he charged over again in respect c'f the same work or 
seivice, so that the Capital (or Block) account may represent 
at any time the actual value of the railnay and its equip- 
ment. This guiding principle is m accord nitlithe gencial 
lule enunciated above There are, however, minor dona- 
tions. Thus the cost of a u ork V Inch has been abandoned 
and not leplaced IS not in practice u ritten of}' to Eevenue, 
hut remains at debit of the Capital account. Theoretically, 
in Older to arrive at the present value of the existing asset 
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ail vould liaxe to be made for depieciation, T^ear 

and 5 actual practice, lioiveYer, no sncIi al- 

lowanc® made as a railway is always supposed to be 
mainta^^®^^ in a state of efficiency, but, in lieu thereof, the 
entire ^ replaced work is charged off to Bevenue at 

the tiii‘e of replacement 

92. With these pimciples to guide him the Audit Officer 
should ^0 difficulty in deciding to which bead. Capital 
or BevOii^Oj of woik is jiroperly chargeable, if it is 

purely. addition to or in substitution of an existing woik 
Cases'^ 'however, arise in which the work pai takes of the 
naturh of both substitution and addition oi substantial 
impi^ov'ement, and these aie not quite so easy to deal with. 

Tg^pe for example the case of substituting heavy rails 
for ligPf ones Here it is clearly recognized that the obli- 
o.g|;ion, of Revenue would be met by jiroviding i ails of the 
fgme ffoight as those which have been used uj) in the service 
of BeyO^'^^O’ Bevenue is liable only to such extent. 

But th® cost of the new heavy rail may be due not 
0 ]] 3 y fc) the inci eased weight but also to the inci ease in the 
price of and in that case Bevenue is lespnnsible for 
the exF^ cost due to the increase in price on the weight 
of the .original rail. Thus the rule in this case is that the 
charge fo Capital based on differences in cost should never 
be o*ret^ter than that arrived at on the basis of chaiging to 
Capita^ piroportion of the cost of the new lails 
attribfff^f’fo to increased weight 

chaige to Capital, it will be observed, is always 
restricf®^ to the increased value of the material asset, the cost 
of labd ^^^’ 1 claying being chaigeable wholly to Bevenue 
(see cl^^so {^) of paragraph 91) on the principle that Cap - 
tal, ' hpi^o originally provided a finished article, it devolves 
on Befo^'o® to pay the extra cost involved in taking up that 
article, putting a new, though improved, one in its pilace 

The‘ ®^^® principle applies mutaki mutandis in the re- o.rders 
newal 'of non or steel giideis on bridges where, however, 
the utaterial used in the renewal or substitution is of a 
differq^f class from that employed in the original construc- 
'tion, sO-olij for example, as the substitution of iron sleepers 
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for wooden ones, or of a masonry bridge in place of a girder 
bridge, the basis of increased weight obviously cannot be 
applied and the charge to Capital lias to be based on 
difference in cost alone. 

93 Formerly, charges to Capital for substantial impiove- 
ments weie confined to peimanent way, engineering works, 
etc , the piactice in regard to rolling stock having been to 
lejilace an eiigine by an engine and a vehicle by a vehicle, 
rogaidless of increased power on the one hand oi improved 
carrying capacity on the other At the instance of certain 
Bailway Companies, under nhose contracts the cost of subs- 
tantial impiovements wherever effected is a proper charge 
to Capital, the practice was altered, and following the prin- 
ciple adopted in the case of relaying vith heaviei lails, 
the charge to Capital is now measured by the effeetive 
value of the improvement, based in the case of engines on 
increased tractive foice, and in the case of coaching and 
goods vehicles on increased floor area and carrying capacity 
lespectively, sub 3 ect always to the charge so ai rived at not 
being greater than the difference between the cost of the 
new article nd the original cost of the article it replaces 

9f' The exce'^s cost of improved appuitenances such as 
the substitution of automatic vacuum brakes foi handbiakes, 
and of gas or electric light for oil lamps, is also now admit- 
ted as a separate charge to Capital This it will be observed 
involves a departure from the general piinciple enunciated 
in paragraph 88. A similar depaituie is to be found in 
extract {d) from Sir Charles Wood’s despatch — see piiu'a- 
graph 91 The exceptions in these cases ai e held to bo 
justified by the very large sums involved 

95 The principles stated in paragraph 88 regarding 
allocation of expenditm^e between Capital and Revenue in 
commercial undertakings generally apply also to the com- 
meicial undertakings of Government 

96 The general pimciplcs applicable to Railways apply 
also to Posts and Telegiaphs Recently an English firm of 
chavteied accountants of very high repute was asked to 
advise the Government of India on the system of accounts 
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of tills departoient They agreed geueially ivith the piin- 
cixiles stated m paiagiajih 91 legaidmg the allocation of 
charges between Capital and Revenue, but suggested (^) 
that the capital cost should be written off whenevei theie 
IS an actual i eduction inthevaine of assets, e g , when a 
work IS abandoned oi an asset is destioyed oi injured by an 
cxtiaordmaiy casualty or when an asset is lepJaced by 
another of equal efficiency, but of less value, and (ti) that 
a Depreciation Dund should be maintained outside the 
Revenue account and all expenses on renewals andr replace- 
ments, which are not chargeable to Capital, should be met 
from this Rund. These suggestions are under consideration 

97 Similarly in regard to projects for Irrigation, Navi- Principles 
gation, Embankment and Drainage Woiks, the following 
rules are observed in deciding whether an item of expen- etc, noris 
dituie should be chaiged to Capital or to Revenue account — 

{a) CajDital bears all cbaiges for the fiist consti notion 
and equipment of a project, as well as charges for 
maintenance on sections not opened for woiking 
and charges for such subsequent additions and 
improvements as maybe sanctioned under rules by 
competent authority 

(&) Revenue bears all charges for maintenance and 
working expenses which embrace all expenditure 
for the uoikmg and upkeep of the pi eject, as also 
for such renewals, replacements, additions im- 
piovements or extensions, which under the rules 
in clauses (c) and (cl) below are chargeable to the 
Revenue account 

(c) In the case of renewals and replacements of exist- 
ing works, if the cost leally represents an increase 
ill the capital value of the system and exceeds the 
cost of the original work by Its 1,000, the cost 
of the new work should be divided betn een Capital 
and Revenue the .portion debited to the latter 
account being the cost of the original work, which 
" should be estimated if the actual cost is not known, 
and the balance charged to Capital In other cases, 
the whole cost of the new work should be chaiged 
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to Revenue. Thus a leneu'al ■which does not 
lepresent a substantial iinpiovement of the original 
woik, but which is in all mateiial essentials the 
same as the latter, although it may exceed the cost 
of that woik byimoie than Rs 1,000, should not be 
charged to Capital but to the Revenue account. 

{d) When the construction estimate of a pro 3 eot for 
u hich a separate Ca 2 ntal account is kept, is closed, 
the expendituie on ■woiks of extensions will be 
charged thus 

(?; Estimates exceeding Rs 1,000, for (1) works 
which are in themselves directly lemuneiative, 
such as new distributaries, mills or works for 
inci easing the canal dischaige and (2) works 
which aie iiecessaiy for the full development 
of a project, but which are not in themselves 
duectly lemuneiative, shall be charged to the 
Capital account 

(ii) Estimates amounting to Rs 1,000, or under shall 
be charged to the Revenue account 

(w) All estimates foi woiks which are neither le" 
munerative in , themselves noi considered 
necessary for the development of the pi eject, 
shall be chaiged to the Revenue account. 

Qua«-com- 98 The revenue expendituie of 2 ?^<'^s*-commercial pro- 
inerciai pro- jects IS generally met ticm the oidinary revenues of the 
country but the capital expenditure is met mainly fiom the 
following sources — 

(а) Current surjilus revenues oi cash balances accruing 
fiom previous surpluses , 

(б) Any balances available from Savings Bank oi other 
Deposits, and 

(c) Sums borrowed in the open market. 

Local Govern 99. As to (c) abovG, large powers have now been con- 
feiied on Goveinois’ piovinces to raise loans rec[aiied for 
then needs under the Local Government (Borrowing) Rules 
given in Appendix 6 to the Audit Code Local Govern- 
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ments can thus raise loans for any of the following 
purposes — 

{a) to meet capital expenditure on the construction or 
acquisition (including the acquisition of land, 
maintenance during construction and equiiiment) 
of any woik or j)eimanent asset of a iiiateiial 
character in connection with a project of lasting 
public utility, provided that — 

(^) the proposed expenditure is so large that it 
cannot reasonably be met from cnirent 
revenue, and 

t 

(zz) if the project appears to the Governor General 
in Council unlikely to yield a letum of not 
less than such percentage as he may fioin time 
to time by oider prescribe, airangements are 
made for the amortization of the debt , 

I 

(d) to meet any classes of expenditure on iingation 
which have under lules m foice befoie the passing 
of the Act been met from loan funds , 

(c) for the giving of relief and the establishment and 
maintenance of relief works in times of famine or 
scarcity , 

(cl) toi the financing of the provincial loans account ; 
and 

(e) for the repayment or consolidation of loans raised 
in accoi dance with these rules or the lepayment of 
advances made by the Goveinoi Geneial in 
Council. 
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Chapter 10 

General remarks on important audit rules 

J 00 It IS impossible, even in the most detailed rules, to 
piOYide mstiuctions wliicli will meet eveiy possible case and 
tlius some rules ndiicli Audit Officers have to apply have to 
be ivoided vaguely so as to cover a wide area This chapter 
IS intended to explain the intention of some of the most 
impoitant audit rules 

101 Thiw, one impoitant lule lu the old Audit Resolution 
stated that the ‘'auction of the Secretarv of State in Council 
IS leqmred to any expenditure exceeding Rs 500 in any 
one case ivhich is of an unusual natnie or devoted to 
ob3ects outside the oidinary work of administration or to 
any expendituie likely to involve at a later date expenditure 
beyond the powers of the Government of India This rule 
was woided vaguely and its interpietation has given gieat 
tiouble as it is not easy to decide what is “ usual ” oi 
belongs to the “ ordmary wcik of administration ” As 
experience showed that the existing riih* was unsatisfactory, 
it was decided to replace it by a set of principles which have 
leceived the label “ Canons of financial piopriety 

102 One of Ihe most important responsibilities of the 
Audit Depaitmcnt is to conduct audit with reference to the 
canons of the financial propiiety reproduced below — 

(1) Every public officer should exeicise the same 
Tigilaucie in respect of expendituie incurred fiom 
Governmeut revenues as a i^erson of ordinary 
prudence would exercise in respect of the expendi- 
tuie of bis oivn money 

^2) Money bon ow'ed on the secuiity of allocated re- 
venues should be expended on tiiosc objects only 
foi which, as provided by lules made under the 
Act, money may be so borrowed. If tlie money is 
utilised on wmks wdiich are not productive, aiiange- 
ments should be made for the amortization of the 
debt 
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(3) No aiithoiity sKould exercise its poweis of sanction- 
ing- expenditure to pass an Older udiicli -will be 
diiectly or indirectly to its own advantage 

(4) Goveinment revenues should not be ulihsed for 
the benefit of a jiarbiciilar peison or section of 
the communitj unless — 

{%) the amount of expenditure involved is insig- 
nificantj oi 

(^^) a claim for the amount could be enforced in a 
court of law, oi 

(^^^) the expendituie is In pursuance of a recognised 
policy or custom 

(5) No authority should sanction any expenditure which 
IS likely to involve at a latei date expenditure 
beyond its own powers of sanction. 

(6) The amount of allowances, such as travelling allow- 

ances, granted to meet expenditure of a paiticular 
type, should be so regulated that the allowances 
are not on the whole sources of profit to the 
recipients 

Before discussing the intention of these canons m detail, 
it IS desirable to state why they do not appear in the new 
Audit B,esolutions. *The reasons aie constitutional The 
responsibility in respect of tiansfeired subjects now devolves 
on the local Governments, and the Secretary of State did not 
consider it desirable to retain bis control over such subjects 
to ensure the compliance of the canons. He has therefore 
left that duty in the hands of the new authorities, i e , the 
legislature acting through the Public Accounts Committee ; 
and inasmuch as he came to that decision with regard to 
tiansfened subjects, he accejited the same principle with 
regard to reserved and central subjects also The rule does 
not, therefore, take the form of requiring the sanction of the 
Secretary of State when any of these canons is infringed, 
and is not therefore embodied in the Audit Eesolutions 

103 'Wh.en an apparent breach of one of these canons is 
detected, it should be leported by the Audit Officer himself 
to the administrative authority concerned and, if the matter 
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be seiions, at tlie same time to tbe local Government If 
the correspondence confirms the Audit Officer in the opinion 
that there has been a breach he -will repoit it to the local 
Government. The Finance Department can reqniie the 
Audit Department to withdraw the ob]ection on the promise 
that the matter will be placed before ihe Public Accounts 
Committee The Public Accounts Committee and the 
legislature make their recommendations and it then rests 
with the Government to take them into consideration The 
Audit Officer should, however, see that the action taken by 
Government is adequate and if he is of opinion that it is 
not, it is open to him to comment thereon in the next Audit 
Peport 

104 The canons may now be dealt with in detail The 
fii'st canon requires the Audit Officer to sec that there is no 
extravagance This canon comes piactically fioin an existing 
lule in the Civil Account Code (Article 91 slightly modified) 
The application of this canon will be explained latei on. 

The second canon deals with boiioning This canon is 
quite new as the local Governments had no powers of bor- 
rowing in the past. Itimposes a new duty on Audit Officers 
to see that boiTOwed money is not spent on objects the 
expenditure on which is intended to be met from curient 
revenups The rule refers to revenues allocated to local 
Governments under the Devolution Rules and states that 
money borrowed on the security of those revenues can only 
be spent on the objects specified in the local Government 
(Borrowing) Rules, and, that if expenditure met from such 
loans IS on unpioductive works, a sinking fund or other 
foim of amortization should be formed for the eventual 
liquidation of the loan It further requires that if after 
meeting the objects for which money had been borrowed 
there remains a surplus balance it should be utilised on 
objects for whndi money can be borrowed under the rules 
and not put back into the general balances of the province 
The Secretary of State in his Pmancial Despatch No. 8, 
dated the lOth July 1922, has suggested that the rules regard- 
ing the creation of a sinking fund for the amortization of 
loans utilised on unproductive works should apply also to the 
Central Government 
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The third canon was evolved some years ago when a 
pioposal came up to the Government of India to grant the 
memheis of the Executive Council slightly improved rates 
of travelling allovvance when they were travelling in their 
special carnages They proposed to sanction the increased 
rates in puisuance of their general powers of dealing with 
travelling allowances but as a doubt was expressed as to the 
propriety of according sanction in such a case a reference 
was made to the Auditor General for a ruling as to whether 
it would require the sanction of the Secretaiy of State. 
The Auditor General held that whatever might be the 
position with regard to the tiavelling allowance generally, it 
was certainly mcoirect in principle for an authority to pass 
an order which would be directly or indirectly to its own 
advantage This is now accepted as a fundamental principle 
It IS to be noted, however, that if an order is of perfectly 
general application the order does not constitute a breach of 
the canon if the particular authority that passes that order 
is also benefited thei,eby 

Canon four emanated directly from an audit rule 
relating to unusual expenditure in the Mam Audit Resolu- 
tion The point arose in connection with the polo grounds 
which were constructed at Delhi on the occasion of the King- 
Empeior’s Durbar No objection was raised to the initial 
■ex]^enditure, but when the Durbar was over it was proposed 
that Government should maintain those grounds as polo 
grounds The Auditor General expressed the opinion that 
us the polo grounds would benefit merely the few people 
who would play polo tlieieon, the maintenance of the 
grounds should fall upon them and not upon Government. 

Provisos are, however, necessaiy to make the rule piacti- 
cable and exceptions have therefore been made for («) 
insignificant sums, (n) claims which could be enforced in a 
Court of Law and (^^^) expenditure which is in pursuance of 
a recognised policy or custom 

The last proviso alone needs detailed explanation. D nder 
British lule, with regard to expenditure on behalf of 
particulai sections and commimities numerous customs have 
been recognised and certain lines of policy have been 

F 2 
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adojDted !Poi instance, grants to liospitals oi educational 
institutions or for tlie constiuction of public roads baue 
ahvays been leoogaised as permissible On the other band, a 
giant for the construction of a Hindu temple oi a jSIuham- 
madan mosque is not coveied by any lecoguised policy or 
custom 

Canon IS the same as Paile III (1) (a) of the Main 
Audit Resolution and was applied as an audit piinoiple in 
the past The following is a good example of a case falling 
under this rule A local Government vished to create 
ceitain tempoiaiy ajipointments as an expeiimental measuie 
uith a view to the constitution of small areas within a 
district with a gazetted officer in charge of each It was 
ronsideicd almosi cei tain that the result of the cxpeiiment 
would bo the intioduction of the system permanently in that 
piovince It was held then that it Avould piohably involve 
at a later date expenditiue beyond the pouers of the Govern- 
ment of India and that the sanction of theSeoietary of State 
should theiefore be obtained in the fiist instance 

Canon sicv is based on Aiticlc 995 of the Civil Sen ice 
Regulations, legaiding travelling allowance and applies on 
the same principle to othei compensatory allowances The 
local GoTciuments of Governois’ pn evinces ha^e iioay full 
authoiity to sanction compensatory alloiianees siih3ect to the 
leslrictiqn contained in this canon The rules iramed by 
Goverumeut will thus lequire intelligent scrutiny on the 
pait of Audit to ensure that there is no breach of this canon 
Cases involving insignificant loss should hou'evei be ignoied 

105 The apiihcation of the first canon is peiliaps the 
most impoi tan t phase of audit Avork. GoAminment expects 
disbursing and coiitiolhng officers to see that thcie is no 
extravagance in the ex]ienditnie of the jRihlic money The 
controlling officers are thus responsible that the expenditure 
is necessary and the rates aie lair. It is the duty of the 
Audit Officer to see that the officers of the Government 
properly dischaige then functions m this respect. He should 
devise means to hung to notice all important cases Avhich 
indicate Avant of attention to economical oonsideiations All 
important sanctions must be sciutimsed intelligently to see if 
the expenditure is necessary, and in doubtful cases the 
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papers leading to the sanction should he examined and the 
Pinance Department should also he consulted As pioposals 
for new expenditure aie also sciuimised by the JFmanee 
Department, it may sometimes happen that that Department 
will hung to the notice oC the Audit Officer cases in which 
expen clituie has been sanctioned nhich in the opinion of 
the Dinance Department is unnecessary or extravagant 
Breaches oC this canon should be repoitcd only aftci full 
consideration of all the ciicuimtanccs ol the case 

The contiolling officei W’th Ins intimate knowledge of 
the details of the work in question, is in a far better position 
than the Audit Officer to determine fair rates At the same 
time it IS nccessaiv tbat tlie ^Aiidit Officer should not be 

c 

wholly absolved fiom responsibility in tins unpoitant branch 
of audit. Thcie can be no doubt as to the wisdom of the 
distinction of the duties of tlie two classes of officei s in this 
respect The scrutiny ofc rates demands the exercise of great 
intelligence and care, and should not be entrusted to an 
ordinary auditor to be applied as a mechanical check 
IndiTidual abnoimalities should, of course, be watched, but 
(he institution from time to time of a compai alive examina- 
tion of the rates paid by various officers in the same oi 
neighbouiing localities may indicate cases in which the rates 
being abnormal further enquiiy may be desirable Cases 
involving consideiable sums should geneially be selected 
The asMstance of the Dinance Depaitment may be invoked 
in obtaining leliable schedules of lates and othci necessary 
inf 01 mation 

106 The extravagance noticed should, in the fiist 
instance, be bi ought to the notice of the controlling authority 
of the officei who'?e expen dituie has been called in question 
Tbat officer will investigate the matter and will forward to 
the Audit Officer his opinion whethci the ex]iendituie is 
extiavagant or not, with Ins reasons The Audit Officer 
will then be in a position to determine whethei there has 
been a breach of canon or not. In all important cases, the 
Dinancc Depaitment should be consulted befoio making a 
formal report to Government 

^ 107. The question of checking extravagance is of 
principal importance m connection with those Audit offices 
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Ti'luch deal witli the accounts for Woiks, Stoies and Work- 
shop accounts and the results of audit would he more 
valuable if moie attention weie paid to tins branch, of the 
woik and less to the enormous volume of work arising from 
tlie application in audit of the lules contained in tlie 
various codes concerning amounts drawn by officers of 
Government in the shape of pay and allowances 

Grouping for 108 Another extremely important point in the old. 
of^Banotwr '^'L^dit Eesolution was the statement that, in determining the 
authority competent to sanction a work, a gioup of works 
which forms one project shall be consideied as one work, 
and the necessity for obtaining the sanction of a higher 
authority to a project is not avoided by reason of the fact 
that the cost of each particular woik in the project is within 
the powers of sanction of the lower authority. Though it 
has not been considered necessaiy to include this principle 
in the new Audit Uesolulions, it is still in foice and has 
been issued as an Audit Instruction 

109 It is veiy difficult to devise any geneial formula, 
which Avill in each case decide the question whethei two or 
more schemes or projects must be considered so connected as 
to form essentially one scheme or project It was ruled in 
1916, with the ajiproval of the Secretary of State, that the 
following t VI 0 tests should be, applied — 

(1) Can the expendituie on any local area or in. 
respect of one set of conditions be confined 
thereto or must it lead to further outlay 

(2) Ts there a central idea underlying a scheme for 
one establishment which it is intended to apply 
to othei establishments ^ 

For the practical application of these tests, the following 
instructions were also issued with the appioval of the Secre- 
tary of State for the guidance of the Audit Officers — 

(1) In dealing with specific cases, the initial 
presumption should be in favour of a local 
Government’s contention that the particular 
scheme does not involve further expenditure- 
which would require the sanction of higher 
authority, and the Audit Officer should no 
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traverse this contention without what he deems 
to he cogent evidence to the contrary 

(2) If an Audit Officei holds that although a scheme 

does not requiie the Secretary of State’s sanction 
hy reason of its own magnitude, but ought to be 
submitted to him because it is likely to lead to a 
larger scheme, he is not entitled to require that 
, the first scheme he held up until the details of 
the laiger scheme have been worked out All he 
is entitled to say is that the first scheme requires 
the Secretary of State’s previous sanction by 
reason of the fact that the expenditure which it 
involves cannot really he kept within the limit of 
the financial powers of the local Government, 
hut will lead later on to larger, perhaps much 
larger, outlay. 

(3) Where a local Government has made provisional 

aiiangements pending the introduction of a 
laiger and more satisfactory scheme, these 
arrangements must be dealt with by themselve s 
They are not a part of the laiger scheme, but 
merely a substitute therefor 

110 In 1920, the Government of India made an amend- 
ment with the approval of the Secretary of State in the 
Book of "Financial Powers to the effect that in order to 
determine whether a particular item is oi is not part of a 
scheme, the test is whethei the Government is ready to go on 
with the scheme even though sanction is refused to that item. 

111 In this connection the study of some of the previous 
decisions on the subject will also be helpful in arriving at 
leasonable conclusions and some of them are, therefore, 
quoted below . — 

(i) In connection with the Dacca Capital Project, the 
Secretary of State, in April 1909, expressed himself to the 
following effect : — 

“ The chief question which I am called upon to decide is 
whether the various buildings requited for the establishment 
at Dacca of the Head Quarters of the Provmce of Eastern 


80 


111] GENERAL REMARKS ON IMPORTANT AUDIT [ChAP, 10. 

RULES 


Bengal and Assam aie to be regarded as forming one Pro 3 ect 
The decision, must cleaily depend to a consideiable extent on 
the views expiessed on pievioiis occasions bj' the Secretary 
of State on similai questions. There have been two 
occasions on which the Secretary of State has been called 
upon to coiisidei whethei sepaiate and distinct buildings 
lequiied foi the pui pose of an administrativb improvement 
aie to be regarded as forming a single project. The action 
taken in the two cases was as follo'ws — 

(a) In 1876, the Government of India proposed to 
spend Bs. 15,000 on improving the sanitation 
and water supply of Simla, erecting quarters for 
officers and cleiks and other measuies and this 
expenditure vas sanctioned by the Secietarj’- of 
S^atc In tlie following year the Goveinment of 
India submitted a statement showing that in 
addition to the items alieady sanctioned they 
contemplated the construction of a new house for 
the Viceioy, that they had spent Bs 7,000 in 
acquiring a site, and that pending the completion 
of the designs and estimates they had ordered 
impiovemeiits costing B.s 10,600 lu the house 
which His Excellency then occupied In his 
' I’^ply of the* 7th June 1877, No 29-Publio 

Woiks, the Marquess of Salisbury decided that 
these expenses or any others which it might be 
proposed to incur at Simla foi the juirpose of 
making it inoie suitable as a Summer Bcsidence 
for the Viceroy and his officers must be looked 
upon as belonging to the same woik as that for 
vhich expendiW’e has alieady been sanctioned, 
and tliat it would, therefoie, be necessaiy befoie 
the pi 0 posed additional works were actually 
commenced that estimates for their constructions 
should be sanctioned in the regular mannei and 
appioved by Her Majesty’s Government. The 
Earl of Himberley’s concuirence in the views of 
the Marquess of Salisbury was cleaily and 
emphatically expiessed in his Despatch No. 3- 
PubliG Woiks, dated 12th Eebruary 1885 
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(&) In 1907, as you aie a’wore, I decided that various 
Items oi expenditure incuiicd for the acquisition 
of ceitain sites and consti notion ot bnilclings to 
piOYide additional accommodation for the 
\hceiegal Establishments at Calcutta must he 
legaidcd for p.nrposes of sanction as one scheme, 
although the seveial buildings neie dealt with by 
yon as sepaiate schemes 

Having legaid to the piecedents I am unable to decide 
other uise than in the sense suggested by the Examinei, the 
question now under consideiation, but I may observe that 
even if no precedents were available I should he of opinion 
on general giounds of leasonableness that the woik included 
in the building piogiamnie lequired foi the establishment 
of a new Provincial Head Qiiarteis must be legaided for the 
purpose of Einancial sanction as foiming one pioject ” 

(ii) The Secretary of State in his P^ailway Despatch 
Iv’o 18 of 1913 accepted the proposal of the Govcinment of 
India which may be summarised thus “ The Eailway 
Hoard proposes that inteidependence should be the deter- 
mining 1 actor in deciding n bother two oi more voiks 
'^must be regaided as torming a gi oup of noiks foi purposes 
of sanction ITe agree that this is the principle which 
‘'should ordinal ily be adopted •We would add that in 
“emphasising the impoitance of the jinnciple of inteidepen- 
“ deuce as ihc te'^t to be oidinaiily applied we do not 
“desiie rigidly to letter the discretion of audit authorities as 
“ theiemay be ciicumsiances in winch giouping may be held 
“necessary with lefeiciice to financial comidei ations even 
“though the test of interdependence is not cleaily satisfied ” 
Thus, at least in the case of Pailway woiks, the mtei- 
dependence of works has been regarded, as the determining 
factoi It has theiefore to be consideied in each case 
whether oi not a paiticular vrork is comiilete in itself for 
the purpose it is intended to seive, independently of the 
consliuction of another woik of the same or a difl!eient class, 
whethei in luxtaposition to it or separated fiom it' by a 
distance 

(ill) In 1914, in connection with the transfer of the 
headquaiters of the Sibsagar District from Sibsagai to Jorhat 
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and the consequent expenditure on several new works in the 
new district headquarters, the cost of which if grouped 
together would have exceeded the powers of sanction of the 
Government of India, the Auditor General expressed his 
opinion as under :• — 

“In this particular case, I do not think that meie 
coincidence of time and space necessaiily brings all works 
witlnn one project There must be a link of purpose as well 
as of time and space ” 

(iv) '1 he Secretary of State decided that the following^ 
were to be considered as schemes for purpose of sanction * — 

(1) Various improvements in the accommodation for 

the Viceroy’s entourage at Calcutta carried out 
at the same time 

(2) Revisions of establishments for the offices of — 

(i) The Chief Engineei and Secretary. 

(ie) The Examiner, Public Works Accounts. 

(en) The Circle, Divisional and Sub-divisional 
Offices necessitated by the creation of the new 
pi evince of Eastern Bengal and Assam. 

^v) The Auditor General treated the following as 
“ schemes ” for the pufpose of sanction and these decisions 
were accepted without comment by the Secretary of State — 

{i) The changes accepted by the local Government 
on the report of a Committee to enquire into the 
methods of work, the rates oE pay and the 
adequacy of the suboidmate establishments in 
all Government offices in the IJnited Provinces. 

(ii) The inciease in cost, over that shown in the oiiginal 
pioposition statement for the estimated cost of 
effecting all the changes effected in the IJnited 
Provinces as a result of the Report of the Police 
Commission, when all those changes bad been 
carried out and the actual cost could be stated 

A 

(vi) The Royal Decentralization Commission in paia- 
graph 132 of their report stated “ The question to be asked in 
such a case is whether expenditure in one or two districts 
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could stop tlieie or wlietliei it must luevitably lead to outlay 
elsewhere In the formei case the expenditure immediately 
contemplated should he considered by itself, in the latter, the 
financial result of its general application must he taken into 
account.” 

112 So far, expenditure incuned at or about the same 
time has been consideied But expenditure which will be 
incurred at a compaiatively distant date also has to be dealt 
with I am of opinion that such expenditure need not be 
included in the cost of a scheme, unless the ob]ect of the 
expenditure is a direct and inevitable consequence of the 
expenditure on those parts of the scheme which aie to be 
undei taken at oi about the same time, which expenditure 
has to be included in the cost of the scheme for the puipose 
of sanction 

t 

113. Inasmuch as the power of sanction depends upon 
the amount of an estimate there must be sometimes a 
temptation to keep an estimate within the powers of 
sanction of a subordinate authority by omitting fiom it a 
few of the less impoitant features It is important, then, to 
have some working rule as to the subsidiaiy works which 
must be included in the pi 03 ect estimate of a large scheme 
This rule may be expiessed thus — “ A project estimate for 
a scheme should contain estimate‘s of all those subsidiary 
works which aie essential in oider that the scheme may fulfil 
the purpose for which it was undei taken ” 

It IS also desirable that it should contain estimates of 
all those woiks which are essential m order that the scheme- 
may meet the probable immediate demand for the service to 
render which it is undertaken. But Audit cannot insist on 
the acceptance of the latter proposition in the framing of 
estimates while it can in lespect of the former. ' 

Though it IS difficult to foimulate these rules in words- 
it IS easy to show their application to concrete instances If 
a 1 ail way is being constiucted it must have at least one line 
of rails, and some stations, engines and rolling stock and the 
cost of these must be included in the project estimate To 
meet the probable immediate demand it might be preferable 
to have bioad gauge line and stations every five miles and if 
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tlie money M^eie available ifc would be more economical to 
build the line on tbat scale at once But it it be decided to 
build the railway on the metie gauge with stations every ten 
miles, and if thereby the estimated cost be bi ought within 
the powers of sanction of a lower sanctioning authority, 
Audit can raise no objection 

114 It is, of couise, understood that, it any one item 
of a. scheme requires the sanction of higher authority, that 
item should not be given effect to before sanction to it is 
obtained In determining whether any other portion of the 
scheme may be put in hand piior to receipt of such sanction, 
due legard must be paid to the provisions of canon 5. 
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Chapter 11 

The spirit of audit and of interpretation 

1]5 There IS anotliei impoitanfc class of orders which tlo spmt of 
indicate the spirit in nhicli the Audit Officer should cany 
out hi^' duties. Under Aiticle 15 of the Audit Code the 
Accountant Oeneial is hound to asceitam that rules or oideis 
arc obeyed As a lulc, tiitlmg matters which are of no 
consequence to ihe finances of the State should not be given 
much attention (see Article 858 of the Audit Code) The 
prescribed checics should be observed in spirit and not m the 
letter as opposed to the spirit (see Article lot of the Audit 
Code) To save time and trouble over petty sums, petty 
objections should oidmaiily be waived as required in Article 
156 of the Audit Code It is of greater impoitance to see 
that the general principle of legitimate finance are borne in 
mind not only lij’- disbursing officers but also by sanctioning 
authoiities and that audit is conducted so as not meiely to 
criticise the acts ol «;eveial authorities but also to assist them, 
in protecting the inteiests of the las-payei, developing 
revenue and effecting" economies in expenditure wherever 
possible The spirit which should animate Audit was 
explained in paragraph 77 of the fiist despatch on Reforms 
from which an extract is given in paragiap^h 83 

116 In this connection it will be interesting to indicate 
how the present rule (Article 15 of the Audit Code) was ' 
evolved The old rule in the Civil Account Code, Volume 
II, 7th Edition, was Article 1635 which stated that an 
Accountant Geueial is bound to ascertain that rules and 
orders are exactly obeyed in every instance and to check 
every departure from them, however apparently trifling 
On the other hand, m the Public ‘Works department Code, 

Vol II, 7th Edition, paragraph 144)2, theie was a rule that an 
Examiner, while careful to prevent unnecessaiy expense and 
inegulaiity, should not^e too precise in trifling matters 
which are of no importance to the finances of the State, but 
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■wlncli may he made very troublesome to those vrho have to 
account for them. It uas felt that the Public ‘\l"orks rule 
uas more suitable as the Civil Account Code rule ivas 
unduly meticulous This vien* had been expiessed thus ' — 

“ The question arises, ‘ what is the true purpose of an audit 
establishment’^ Some Audit Officeis s^em to think that they 
exist to apply as fully and minutely as possible certain rules 
laid down for their guidance Such a view does not, 
however, envisage the fundamental object of an Audit 
Department, which is to save the tax-payer’s money by 
seeing that expendituie is not iriegulaily and wastefully 
mcuiied. 

“Doi such a puipose it is necessaiy, of couise, that 
rules of pi ocedure should be laid down but, if these lules 
are to be legarded as ends iii themselves and net meiely as 
means to an end, the inevitable tendency is for Audit Officeis 
to insist iigidly on lelatively petty matters and thus to 
fmstiate the leal object of their existence Tor it is clear 
that if a lot of time and tiouble is taken up, and friction 
probably engendered, over expenditure of a veiy trifling 
charactei in regaid to which theie has been only a very 
technical, as opiDosed to a substantial, iiiegulai ity, the State 
and therefore the tax-payeis, aielosei's That is, it is better 
often to pass some not fully legulaiized expenditure of 
perhaps a few annas than to embark on lengthy con- 
troveisy in respect thereto Purthei, human capacity being 
what it IS, it IS certain that undue insistence on petty or 
technical details gives the Audit Officeis less time to investi- 
gate leally important cases in which their intervention is 
desirable ” 

Accordingly the Secretary of State was appioached and 
with his approval the Audit Officers were aiithoiised to waive 
petty objections to the extent indicated in Article 989 (as 
introduced by the 2nd list of corrections) of the Civil 
Account Code, Volume II, 7th Edition, so as to save time and 
trouble over jietty sums This article has, in its amended 
form, been mcoiporated in clauses (1) to (3) of Article 156 
of the Audit Code 
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117 In the audit of sanctions to expendituie and in the 
sciutiny of rules and orders the following guiding principles 
should be obseiwed by Audit Officers . — 

(^) If the sanctioning authority is granted full powers 
in respect of a certain class of expenditure, a 
sanction accoided under those powers can be 
challenged by Audit only under the canons of 
financial piojiriety 

(«?) If it IS gianted powers which may be exercised 
provided due regard is paid to certain ciiteiia which 
are expressed in a general form, sanctions accorded 
under those powers can be challenged by Audit — 

(1) if the disregard of the criteiia is so serious as to 

make the sanction perverse, or 

(2) if the facts of the case are such as to make the 

Audit authority confident that one oi more of 
the criteria have been disregarded 

(m) II it is granted powers which are expressed in 
precise terms, the Audit Officer is bound to 
ascertain that the order defining its powers is 
exactly obeyed in every instance 

The canons of financial propriety have already been des" 
cubed in chapter 10 

118 In the sciutinv of accounts and voucheis the follow- 
ing procedui e should be follon ed The actual person per- 
forming the oiminal audit, vho wull be usually a clerk, must 
apply the rules strictly It cannot be expected that the 
clerks on comparatively loiv pay who perform the detailed 
audit will have the judgment or breadth of view necessary 
to exercise the discretionary powers indicated above lint 
once the detailed audit has been stiictly earned out and 
eveiy lufi action of rule brought to light, it vnll then be for 
the competent Audit Officer to exercise the discretion vested 
in him under the orders in Ai tide 166 of the Audit Code and 
to determine the cases in which the objections which might 
be raised under the s^iict letter of the law can be waived 

But if the objection is of such a nature that it cannot 
be waived under the rule quoted above, it is then the duty of 
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the Audit Officer to press it quietlv but fiiiiily The moie 
iinpoi taut the objection the inoie necessaiy it is to couch 
it lu language u-hich shall be couiteoiis and inipeisonal. 
In cai lying this audit, the Audit Officei should remembei 
that exceptional cases may arise in ivhich it ig desiiable to 
relax formalities u’hich they would folloiv stiictly in ordinal y 
cases Thus in one ca'^e on retiieinent an officei went to a 
fai country and sent bills foi tlie balance of pay due to him. 
These bills weie staniped with stamps of that coiiiitiy and the 
officei did not endoise on the bills the fact that he wished 
the bills to be made payable to a ceitain bank although he 
had left a letter in which he had expies^ed the wish that the 
amount of his bills should be paid over to that bank In 
Yiewoftlie special cii cumstan ces ol tlie case it was held 
that endoisement on the bills them'^elves might hare been 
dispensed with, and that the yaluc of the lequisite Indian 
stamps might have been deducted fioin the bill and the 
stamps puichased theiewith and affixed Audit Offictis must 
remembei, houcvei, that ciicumstances must beieaily excep- 
tioual befoie lules aie lelaxed, and even then the lelaxation 
must be of foimalities lather than of essentials 

119 The Audit Officei must remembei that his fuuda* 
mental duty is to assist Goyemuient He is entiusted with 

t. 

responsible hut unpleasant functions and he must lememher 
that he does not assist Goyeinment if he raises in the mmds 
ol other Goyeinment servants the feel mg that he is far 
moie willing to apply stiict audit lules than to assist mother 
ways TVheneyci, thereioie, the Government myites his 
assistance he should give it with the utmost willingness and 
to the best of his ability TThenevei he has to inspect an 
office he should not only j)oint out mistakes hut also indicata 
how they inajHie rectified and in futui e avoided He must 
educate as well as investigate 

120 Cousideiahle exxicrience is necessary before an 
officer can hecome ex^iert in inter pi eting the lules which 
he has 'to apply m Audit. These are found mainly in a 
number of codes which have been framed by the ciystalisa- 
tion of departmental case-law oyer a long x^eriod of years. 
AYitli each new edition out-of-date oiders aie supposed to be 
lemoved and impoitant oiders of peimanent inteiest, which 
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have been passed since the last edition, intuodnced, ephemeral 
orders being neglected. 

It will also he noticed that Indian codes rarely contain 
any reference to the ordeis on which they are based. This 
has been done deliberately because it is felt that decision m 
audit matters should be based upon the actual words used m 
the codes. 

121. At the same time Audit Officers are enjoined) to 
follow the spiiit lather than the letter ot a rule when these 
two apjiear to conflict, Thus it is important for them to try 
to undei stand the real intention of the rules which they have 
TO apply. The fiammg of rules to express an intention 
clearly is a difficult matter and if Audit Officers find that 
when, as applied to a particular case, the wording of the 
rule in a code does not seem to bear out the intention of the 
rule, it is desirable that they should take steps to bring the 
case to notice so that the wording of the rule may he brought 
more into accordance with the intention. This is all the 
more necessary because many Audit Officers have to apply 
the same rule and some of these may not have the same 
intimate knowledge as others of the intention of the autho- 
rity, so that it IS important that the lettei oE the rule should 
convey its spirit as clearly and as accurately as possible 

122. Again, it sometimes happens that two rules seem 
to contradict each other when applied to a particular case, 
and there is no indication which rule should be applied. 
In that event if one rule is fundamental and the othei is 
of less importance, then the fundamental rule should prevail 
Here again, however, for the leasons indicated above it may 
be desirable to bring the apparent conflict to notice. 

123. In the application of rules to conciete cases an 
Audit Officei may find . — 

(1) That the application of the rule both in letter and 
in spirit is clear. In such cases it is for him 
to eive his decision If there are special 
reasons which in any case render the decision 
inequitable it is for the administrative autho- 
rities and not for the Audit Officer to move 
in the matter. 
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(2) That, ev(§ii thoiigli lie is confident as to the correct 

interpretation of the rules, he may think that 
the wording might be improved In that 
event he should give his decision and should 
suggest a revision of the code to lemove the 
apparent discrepancy between the spirit and 
the letter of a rule, or between two confiictmg 
rules* 

(3) That there is a real difficulty in interxiretation 

and that he cannot decide how to apply the 
rules to that case In that event he should 
lefer the matter to the Auditor G-eneral for a 
decision 

121. A young officer may enquire how he is to ascertain 
the intention of any rule otherwuse than by a careful 
inteipietation of the woids Such intention can he ascer- 
tained authoritatively only by reference to the discussions 
leading up to the framing of the rule, i e , to the files of the 
Goveinment. Such files, of course, are not ordinarily acces- 
sible to Audit Officers. There is, however, in every Audit 
office an atmospheie of ex]ierience and also records of cases 
in which the underlying intention of the lule has been dis- 
cussed Valuable knowledge can be obtained from such 
experience and records and should be stored carefully in the 
minds of Audit Officeis, but it is necessary to wain them 
against an uneasy desire to look lieyond the authorised codes 
when deciding each and every case An Audit Officer 
should not look to find, outside legulations, a luling which 
shall foim an exact piecedent foi eveiy case with which he 
has to deal and, whatever guidance he may in fact obtain 
elsewhere, the decisions at which he ultimately ai rives 
should be such as he is jiiepaied to justify on the legulations 
as they stand without appealing to external authority 

If in any case it becomes necessaiy foi an Audit Officer 
to tiace the genesis of a jiaitioular rule contained in a code, 
he should seaich the previous editions to ascertain when the 
lule was first introduced 

125 Another point to lemember in interpreting is that it 
16 often difficult to asceitain the intention of the sanction- 
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ing aiithoiity fiom the teims of the order iii which that 
sanction is conyeyed unless the Audit Ofidcei has also before 
him the letter aslang foi the sanction It will then be 
easy to see what information was before the sanctioning 
anthoiity when he conyeyed the sanction and that know- 
ledge IS often of the utmost use in detei mining the exact 
meaning of the sanction conyeyed 

126. Another difficulty aiises in the mterpietation of 
orders from the use of “etc ” in such orders. The authority 
to whom power is conveyed by such an older may be anxious 
to inteipret that oidei in the widest possible sense. Such 
an interpretation, however, is not permissible Etc in such 
a case means similar cases of a like natiu e It cannot he 
used to cover othei instances of a difCerent natuie 
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Chapter 12 

Relations between the old codes and the new rules framed 

under the Act 

127. It must be uuderstood m the first place that the 
Goveinment of India Act did not originally contain any 
recognition of the local Goveinment The authorities that 
weie lecognised by the Statute Avere the Houses of Pailiament, 
the Secretary of State, the Goveinoi Geneial in Council and 
the Governoi in Oonncil. The main alteration that has taken 
place in the Act has been the statutoiy lecognition of a 
new anthoiity — ^the local Government All the oideis 
which will be binding in futme upon this new statutoiy 
anthoiity and the ofiiceis subordinate to that antlionty must 
aiise out of the statute itself. The old Civil Account Code, 
Public Woiks Department Code, Civil Seivice Regulations, 
Poiest Code and othei codes had no statutoiy authority what- 
evei, and it has, theiefore, been necessary to evolA’-e inles 
which would have this authority. The neiv sections added 
to the Act provide foi the issue of the several new rules lhat 
have come into existence 

128 The seetioiis of the Act from Avhich the new rules 
originate, the natme of the iicav rules and the authorities 
which may sanction these lules are indicated briefly beloAV — 

Seetion I9A enables ruie=; to be fi amed aa hereby the 
Secietary of State divests himself of all responsibility for 
transferred subjects These rules have been issued by the 
Houses of Parliament. 

The proviso to Section 2] gives the Secietaiy of State in 
Council the anthoiity in puisuance of Avhich the Central 
Audit Resolution and the Piovincial (Ileseived) Audit 
Resolution have been issued 

XJndei Section 29 A, an oidei in the Pi ivy Council has 
been issued containing the lules regulating the duties and 
powers ol the High Commissionei foi India. 

Under Section 30 {la), the Local Government (Boi row- 
ing) Rules were issued by the Houses of Parliament. 
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Unclei Sections 45A and 129 A, have been issued the 
Devolution Eules by the Houses of Parliament. Prom the 
Devolution Pules come three sets of lules Prom Pule 16 
n e have the Treasury Orders sanctioned by the Secietary of 
State in Council , then under Pule 37 (e) of the Devolution 
Pules will emanate what may be called the Pmancial Rules 
to be issued by the Pinance Department of each local 
Governmentj and Pule 46 of the Devolution Pules enables 
the Governoi General in Council to issue what are called the 
Agency Pules, inasmuch as the lelation between the Gover- 
nor Geneial in Council and the local Government in its 
administration of a cential subject will be that of Agent and 
Principal, and the relative position of a Principal and an 
Agent necessaiily carries with it the right of the Principal 
to issue orders to the Agent as to the manner in which the 
lattei shall peiform these duties. The Governor General in 
Council has issued an order that the rules in the Civil 
Account Code legaiding the procedure to bo followed (t) by 
Government servants in paying into treasuries or into any 
blanch of the Imperial Bank of India, moneys not derived 
from sources of provincial levenue, and by the treasuries or 
the Bank in receiving such moneys and grantmg receiiits 
for them, and (n) by Government servants in withdrawing 
funds from the public account for expenditure upon central 
subjects, are to be regarded as rules issued under the Tieasury 
Orders 

The next section of the Statute is 80 A under which 
the Scheduled Taxes rules have been issued by the Houses of 
Parliament. Under Section 96B {2) of the Act, the Classi- 
fication, Discipline and Conduct Pules as well as the Pun- 
damental Pules have been issued by the Secietary of State 
in Council. Under Pule 74 of the Pundamental Pules the 
leave procedure rules have been issued by the Governor 
General in Council, local Governments and the Auditor 
General. 

Under Section 96B (.3) of the Act pension lules will 
oventually be issued by the Secretary of State in Council 
and this again will enable the Governor General in Council, 
local^ Governments and the Auditor General to issue the 
pension procedure rules. 
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Under Section 961) (i) of the Act, the Secretary of State 
, in Council has framed Ihe Auditor General’s Rules. 
Chapter IV of these rules enables the Auditor General to issue 
what may he called Audit Instructions, Audit and Account 
Codes, and inasmuch as he is the administrative head of the 
Indian Audit Department he can issue administiative rules 
as well 

129 It is desiiahle to give at this pomt a biief account 
of the manner in which the old codes have been or aie 
being dealt in order to indicate how the rules in these codes 
themselves, or in the new compilations which aiere placing 
them, emanate from the Act 

The substantive rules contained in the Civil Service 
Regulations arc to be replaced by the fundamental Rules 
which have already been issued, and by the Pension Rules 
which have to be appioved by the Secretary of State The 
procedure rules of the Civil Service Regulations find a 
place in the leave procedure lules, or will find a jilace in the 
pension procedure rules. Those rules in the Civil Sei vice 
Regulations which are in tlie natuie of audit instiuctions 
have come into the Audit Instructions which have been 
issued under the Auditor General’s Rules 

As regaids the Civil Account Code, Volumes I and II 
(eighth edition) of that Code deal with maintenance ofac® 
counts and the procedure to be followed, by officeis dealing 
with treasuiies and by Treasury Officers Some of the rules 
have come into the Treasury Orders fiamed under Rule 16 of 
the Devolution Rules, some are rules of account which have 
to be issued by the Auditor General, and some will find a 
place in the subsidiary rules which local Governments have 
to issue under the Treasury Orders, while the rest are finan-^ 
cial rules which local Governments have to issue under 
Rule 37 (e) of the Devolution Rules. 

The old Volume II (7th edition) of the Civil Account 
Code has now been replaced by the Audit Code and the 
Account Code which have been issued by the Auditor 
General. 

In regard to the Public Woiks Department Code, the old 
Volumes of the Code (edition of 1908) have been split uj) and 
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the administrative code (Piihlic Worts Department Code, 
"loth edition) was issued some time ago. The accounts rules 
have been separated and incorporated in the new Codes 
issued by the Auditor General, the Public Woits 
Account Code, Audit Code and Account Code Most of the 
rules in the Public Works Account Code are accounts rules 
which can be issued by the Auditor Geneial, some can be 
issued as subsidiary rules under the Treasury Orders and 
others have to be issued as Pinancial Rules by local Govern- 
ments under Rule 37(e) of the Devolution Rules The 
lules in the Public Works Department Code (lOth edition) 
and the Porest Department Code consist of administrative 
rules, rules which may be issued as financial rules under 
Rule 37(e) of the Devolution Rules, and Delegations of 
expenditure jiowers and possibly also subsidiary lules which 
may be issued under the Treasury Orders, The Civil 
Account Code, the Public Works Deiiaitment Code and 
the Porest Department Code form such convenient compila- 
tions that there is little doubt that they will remain in this 
form although they contain rules emanating from so many 
different authorities. But as each local Government will 
be able to issue its own rules separate codes for each 
piovince may giadually be compiled 

130. In the preceding paragraph it was stated that the 
Auditor General would issue p" Audit Instructions ” under 
Rule 9 of the Auditor General’s Rules. If the old aod the 
new Audit Resolutions are compared it will be found that 
some rules in the old have been omitted from the new 
Resolutions though fiom a strict audit point of view the 
omitted rules continue to be necessary. To take an illustra- 
tion, Note 3 under Rule III(2) of the Main Audit Resolution 
contained an order to the effect that excesses over scales 
might be admitted by Audit Officeis under ceitain circum- 
stances These orders were issued with the sanction of the 
Secretary of State, and they will be as necessary in the 
futiue as they were in the past It is therefore intended 
that the Auditor General should issue such orders separately 
as “ Audit Instructions,” as they are really of the nature of 
interpietations which the Auditor General is authorised to 
give Such rules exist not only in the Audit Resolutions, 
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but also in the Civil Seivice Regulations, and in other codes 
such as the Public Works and Porest Department Codes 
The intention is that these codes should not in future contain 
any rules indicating when reference to the Secretary of State 
IS necessary. It is in accordance with this principle that 
Rule I IV of the Main Audit Resolution has been omitted 
fiom the new Resolutions Purther with regard to transferred 
sub3ects the powers of local (xovernments and of the Secretary 
of State are fixed in Statutory Rules, and additional jiowers 
such as are conferred by these rules cannot be given by the 
Secretary of State in future under executive orders To 
avoid all difficulty, therefore, it has been decided that such 
orders which are of obvious necessity and which had been 
sanctioned under the old regime by tbe Secretary of State 
should be issued as “Audit Insti notions ” Besides these 
orders, these instructions will also contain for the guidance 
of Audit Officers, interpretations of particular rules or orders 
in the new compilations which reqiure elucidation 
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Chapter 13 

The structure of Audit Offices. 

131 GoTernment audit in India is conducted in four Andst offices 
classes of offices, mz , the civil offices which audit Civil, 

Public IVoilvs and Porest expeiidituie, and the Eailway, 

Posts and Telegraphs and hlihtaiy offices which audit the 
expenditure of those dcpaitments respectively 

132. ^Military audit is conducted hy the jMihtary Accounts 
Pepai tuient, while officers of the Indian Audit and Accounts 
SeiTice man the Civil, Bailway and Posts and Telegraphs 
Audit offices. The Auditor General is the final audit autho- 
iity in India in the military as well as in the othei branches 
of audit work, but he has no administrative lelationship 
with the Military Accounts Eejiartment, whereas he is the 
head, under the administrative control of tlie Pinance Depart- 
ment of the Government of India, of the Indian Audit 
Department. 

133 As this manual is intended primal ily for the use of 
the Indian Audit Department it does not contain any details 
of the woik done in Military Account offices. 

13^'. The Civil Audit offices are 12 in number There is CivU 
one in each province, undei Accountants General in Bengal, 
Bombay, Madras, Pun]ab, United Provinces, Bihar and 
Orissa, Burma and in the Central Provinces and under a 
Comptioller in Assam There is also an Accountant 
General, Coiitial Heveiines, who audits the exjienditure of 
the Ceiitial Government, of the minor administrations such 
as Coorg and A^pncr-Merwaia, and of the treasuries under 
the Poreign Department ot the Government of India 
Til ere IS a separate Audit office for the audit of expenditure 
of the Delhi Province which is ni chaige of the Deputy 
Accountant General, Central Bevenues, who audits also all 
bills of pay and allowances of the offices of the Government 
of India, stationed at Simla and Delhi There is also an 
Audit office for the Indian Stores Department 

135 There aie thirteen important railways in India Rmiway. 
Ten of these belong to the State, of which three are worked 
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by tbe State itself and seven by Companies. The other three 
belong to Companies ■who also work small lines belonging to 
the State. The audit work on the railways worked by the 
State IS conducted entirely by ofl&cers of Indian Audit and 
Accounts Service On the lines worked by Companies the 
audit IS carried out by -the Companies’ oflS.cers, but the 
interests of the State and of the Company do not always 
coincide, and so it is necessary to have an ojBficei of the 
Indian Audit and Accounts Seivice with a small office 
attached to each lailway to check the audit in ceitain 
respects Thus there are three offices of Chief Auditors of 
State Railways, and ten offices of G-overnment Examiners. 

There are also two offices foi dealing with construction 
work, hiz , Audit office, Khyber Railway Coustiuction and 
Audit office, Eelhi (New Capital) Railway Works. There 
is also the Central Office of the Accountant General for 
Railways 

Posts and 136 The audit offices under the Accountant General, 
Telegraphs Pogts and Tclegiaphs, number six. There are four postal 
offices — at Calcutta, Nagpur, Delhi, and Madras~and two 
telegraph offices at Calcutta, one foi ordinary audit and one 
to check the telegraph receipts, of which howevei, only a 
small portion is checked 

Accountant 3 37. The Accountaiit General for Railv^ays is an original 
Sways°an Officer, wliilc the Accountant Geneial, Posts and 

original audit Telegraphs, is not The reason for this is that any order 
officer issued by the Railway Board cariies the authority of the 
Government of India. But the rules determining which 
ordeis the Boaid can issue of their own motion, and which 
only aftei consultation with other departments of the 
Government of India, are very complicated, and the duty is 
imposed upon the Accountant Geneial of auditing the 
sanctions issued by the Railway Board. No such duty is 
imposed upon the Accountant General, Posts and Telegraphs. 

The audit of all sanctions to expenditure (excluding 
those relating to Railways and Mihtaiy) is, however, con- 
ducted under the immediate supervision of the Auditor 
General by an officer designated tbe Auditor of Government 
of India Sanctions. 

*• The connection of Companies with Indian laduays is described biioflj in paiagiaplis 
270 to 272 below 
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138. Tlie Auditor General is the final audit antliority in 
India, IS responsible for the efficiency of the andit of expen- 
diture throngbont India, and has anthority to frame rules in 
all matters peitaining to audit In any case in wMch an 
Audit Officer bolds that tbe sanction of the Secretary of State 
is lequisite, tbe Government of India and provincial Govern- 
ments bave tbe rigbt of appeal to tbe Auditoi General, if 
they consider tbe views of tbe original Audit Officer to be 
incorrect. 

He also checks tbe work of tbe Audit Officers thiougb 
inspections of tbeir offices carried ont by bis tivo civil 
Deputy Auditois General Tbe pi imary duty of these officers 
is tbe inspection ot each Civil and Posts and Telegraphs Andit 
office, but they occasionally inspect Haihvay Audit offices to 
see that Ibe general system ol account and audit is correct 
The detailed inspection of PvOilway and xVJilitaiy Audit 
offices IS entrusted to departmental inspecting officers who 
are practically Kailway and Military Depiay Auditors 
General. There is also a Deputy Auditor General foi 
inspection of Military Jiccoimt offices uorking under tbe 
Auditor General vbo canics out a test check of all work 
done m those offices 

Inasmuch as tbe Auditor General is not an original 
Audit Officer be has no diiect means of knowing that tbe 
sanction of tbe Secretary of State is asked for whenever 
necessary. All tbe sanctions accoided by the Government 
of India are now audited under his supei vision by tbe 
Auditor of Government of India Sanctions In tbe course 
of this audit, it is seen in particular that tbe sanction of the 
Secretary of State is obtained where necessaiy. Similarly 
Accountants General, while auditing tbe sanctions of local 
Governments, see that items requiiing Secretary of State’s 
sanction are not sanctioned by local Goveinmeiits. In 
auditing tbe expenditure, tbe Accountants Geneial fuitber 
see that tbe actual expenditure does not exceed the^ sanctions 
of the Government ot India or of local Governments to such 
an extent as to reqniie Secretaiy of State’s sanction. The 
Deputy Auditor General — Inspection, while inspecting an 
Audit office satisfies himself that tbe -Audit Officer has 
earned out this scrutiny propeily. 


Auditor 
General — 
final audit 
autlioiity 


His inspec- 
tion 
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The Deiiuty Auditors General also see tliat audit is 
conducted with leference to the canons of financial propriety 
and that the Audit Officers devote more of their time in 
looking into the manner in which the various executive 
officers are undertaking their more impoitaht financial 
lesponsihilities 

139. In a Civil Audit office thu actual audit work is 
earned on in various sections Bills payable at headquarters 
are usually audited befoie payment : these, then, are dealt 
wuth usually in a separate Pre-audit Department Bills 
paid elsewhere are paid before audit, and come from the 
treasuries into the Treasury Audit Department. There 
aie usually sepaiate sections for the audit of certain classes 
of bills, such as those of gazetted officeis and of other officers 
whom the local Government permit to be treated like 
gazetted officeis , those relating to the Porest Department, 
pensions, deposits, military police and maiine bills Such 
bills, after check with the coriesponding entiies in the lists 
of payments, are sent to those sections for audit All other 
bills are audited in the Treasury Audit Department In 
most offices each auditor in that department is responsible 
foi the audit of all or of some of the bills audited in that 
department coming from one or more districts and for the 
compilation of all the bills of those distiicts whether audited 
by him or not. In Lahore, the experiment was tried of 
having separate sections for the audit of pay bills of non- 
gazetted staff, tiavelling allowance, and contingent bills and 
for classified abstiacts, but the experiment was unsuccessful 
and had to be abandoned 

Aftei audit in the various sections the bills are sent to 
the Treasuiy Audit Department for entry in the Classified 
Abstract which is the fiist step in the compilation of the 
accounts. This is unnecessary bn Madras, as the treasuries 
there submit their accounts in the form of the Classified 
Abstract 

140 The officers of the Public Woiks Department still 
pay all bills for work done and submit monthly -accounts 
to the Audit offices These are received and audited in the 
Works Audit sections and are then passed on to the Com' 
pilation Department for incorporation in the Detail Book 
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llil. In a Posts and Telegraph Audit Office, all 
and returns are first receiyed in the Postal Account or the a Posts and 
Telegraph Audit section, as the case may be, and are checked 
■until the cash aecountsto see that the correct amounts (debits 
or credits) are entered m the latter They aie then taken 
up foi detailed audit and record of audit, with the exception 
of certain specified classes of bills such as those of gazetted 
officers and works bills, which arc sent for audit to special 
sections of the Audit office. Similarly, Money Order and 
Savings Bank returns (which coi respond to the ‘ Bills and 
Deposits ’ returns of the civil treasmies) are tiansf erred to 
the respective branches of the Audit office 

A separate Pre- Audit section also exists, as m Civil Audit 
offices, for the disposal of lulls payable at head-quaiters 

In postal audit. Classified Abstracts are prepared in the 
Audit office from the accounts and schedules submitted by 
the post offices In the Telegraph Department, however, the 
accounts are received ready classified in what is knoun as 
‘the Piimaiy Abstract ’ 

14 i 2 The audit of all expenditure on open lines ol i ail- Passage of 
ways is earned out before the expenditure is incurred 
"There are separate sections for different classes of exjiendi- Audit office, 
lure and the bills on receipt in the office are sent to the 
sections concerned for audit. After audit they aie entered 
into an abstract of bills passed Prom this abstract tbe 
entiies are made in tbe Cask Book and the bills then made 
over to the cashier for payment Prom the Cash Book 
the payments are cairied into the journal, and thence into 
the Capital and Revenue Ledgers, from winch the monthly 
accounts are prepared 

Expenditure ou lines under consti notion, however, is 
audited after payment, and the accounts of such expenditure 
are compiled in the divisions and sent into the railway 
account office for audit and for incorpoiation into the accounts 

There is also a sejiarate branch of the office for the audit 
of the receipts Here there are thiee mam sections -—Coach- 
ing, Goods and Booking. The accounts on receipt are sent 
into the audit section concerned, viz., Goods and Coaching, 
and then into the Booking section where the accounts are 
finally compiled. 
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Chapter 14 

1 . 

Correspondence. 

143. Correspond ence buDfs so largely in the work of an 
account oflBice that a few hints on this subject may he not 
without value — 

(1) The advice given in paragraph 118 may be leiter- 
ated that correspondence regarding ob 3 ections 
must be courteous and impeisonal. 

(2) JElemmders must be issued at regular inteivals if 
answers aie not received in due couise. Tins 
must not be treated, however, merely as routine 
work If leasonable time is allowed for a reply 
the receipt of a reminder is a leflection upon the 
woiking of an office, and, if two or three remindeis 
fail to elicit a reply, it may be piesiiuied that 
there is something wu’ong in the office at fault. 
The head of that office should then lie addiessed 
peisonally, and, if that action fails to elicit a 
leply, the matter should be leported personally to 
that officer’s immediate official siiperioi. 

(3) In the same way, it is not sufficient meiely lo entei 
in successive statements of items placed under 
ob 3 ectioii Items of Public Works expenditme 
which have to be placed under ob 3 ection for want 
ot an estimate or for some other reason As soon 
as the delay becomes so serious as to raise a pre- 
sumption that it is due to defective woik in the 
office of the Executive Engineer the matter should 
be reported by special letter to the Supei intend* 
ing Engmeei or to the local Government 
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Chapter 15 

Introductory 

144. The bills leceived in Audit offices fall into the 
following categories — 

(1) Those concemmg x^ayments to Government 
servants, e y , for pay, travelling allow^ances and 
pensions , 

(2) Those made to other outside persons or bodies — 
such as payments for contingencies, supplies and 
services, grants-in-aid, or for woik done. 

'Special branches of audit which will also have to be discussed 
briefly are those relating to the check of railway and tele- 
graph receipts, workshop and stoie accounts and, In the 
Postal Audit offices, to money older and savings banks 
accounts 
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Chapter 16. 

EemHneration o£ Gazetted Officers and of Establishment 

145 A pay bill is the descriptire name given to the bill 
diawn for pay or leave salary of gazetted or non-gazetted 
Government servants 

The essential points in the audit of such bills aie to 
checlv — 

{a) the title of the officer to the remuneration drawn 
by 01 foi him , 

{b) in the case of officers whose lemuneration is draum 
for them, that they receive such remuneration. - 

146. Each gazetted officer is permitted to draw his pay 
month by month on a separate bill Some non-gazetted 
officers {e.g.i Tehsildars) who belong to establishments fixed 
with reference to the requiiements of a whole province, are 
also allowed to draw then pay on sejiarate bills. The foim of 
the bill needs little description The essential derails aie the 
same as those contained in the authority (called pay slip) 
issued to him by the Audit Officer {vide the concluding 
portion of paragraph 147). 

A gazetted officer is so called because the orders 
intimating any change in his posting or status or the grant 
of leave to him are contained in the Government Gazette. 

147. The system of audit adopted for such bills in 
order to check the title to the remuneration drawn is as 
follows — 

All payments are recoided in an audit registei in which 
one or two folios are allotted to each officei. I’he main 
featuies of this legistcr are two sets of cages, in one of 
which is enteied the emoluments which may be diawn by 
the officer as varied fiom time to time by each older 
pubhshed in the Government Gazette or otherwise communi- 
cated and in the other are recorded the amounts drawn by 
him month by month. There aie subsidiary cages for the 
record of the — 

(1) Orders authorising each alteration of emolu- 
ments 
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(2) Paiticulars of the various posts held by the o£6.cer 
01 of any leave granted to him 

(3) Explanations of (i) peculiar payments which, 
would include any paymelits not immediately 
identifiable by refeience to the entry in the 
emoluments column and (ii) bioken peiiods for 
vhich emoluments are paid at different lates. 

(4) Emoluments exempted from income tax 

(6) Particulars of objections raised. 

It IS apparent that the most important pait of the audit 
is the record of each entry in the cages for emoluments per- 
missible Each alteration must be based on an order 
published in the Government Gazette or otherwise communi- 
cated, and the various audit lules have to be applied carefully 
in determining the emoluments permissible in accordance 
with the orders passed by Government Every alteration of 
emoluments, therefore, has to be passed by the Gazetted 
Officei in charge of the section At the same time an 
intimation is sent to the ofiicer concerned, and to the Officer 
m charge oC the tieasuiy at which he draws his pay, speci- 
fying the amount which he may draw in accordance with 
that Older of Government. This intimation is called a pay 
slip 

148 Under the Eundamental Buies, an inciement on a 
time scale of j^ay can be drawn as a matter of couise unless 
it is withheld by special ordeis oi an efficiency bar is 
reached. It has therefoie become unnecessary to notify the 
grant of ordinai’y increments- either in the Gazette or other- 
wise. It has also become possible to leduce the use of pay 
slips to a minimum The slip is now so worded that it 
remains in foice for a considerable time, eg . — 

Mr (designation). 

IS authorized to diaw pay at the rate of B 

pei mensem, with effect fiom ^ and 

an extra E per mensem, with effect 

from the of every year (oi 

second year) in the absence of intimation to the 
contiaiy 

H 


IrcremeuS 
on time 'calos 
of pay 
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A fresh slip is issued on the following occasions — 

(1) whenever any increment is stopped , 

(2) whenever an efidciency hai, oi any other bar 
against the giant of a paiticular increment, is 
removed , and 

(3) whenever there is a change of any kind of emoln- 
inents, otherwise than by accrual of an increment 
in the ordinary couise 

149. The oideis passed by Government have first to he 
checked by the J^udit office m order to see that they are 
admissible In some provinces it is the custom for Govein- 
ment ro send the orders in draft to the Audit office so that 
they may be checked before issue The mam portion of this 
check IS carried out by means of the scale register in 
which w lecoided the number of posts sanctioned m each 
grade or class of the service and the officers on dutv month 
by month in each giade or class The entires in this 
regiNter have to be revised whenever an event occurs 
which takes an officer out of, or bungs him into, the scales 
as for instance death, retirement, dismissal, lesignation 
and departure on and return tiom foreign seivice, leave or 
deputation In the case of services in which the graded 
system has been abolished, a simplified scale register is used 
in n Inch the total number of officers holding the sanctioned 
posts IS revised only on the occasion of any change 

r , 150 Tor each gazetted officer a leave account is also 
kept in the Audit office, showing the period during which 
the officer was on duty, the leave earned by him, leave 
actually taken and the balance at his credit Trom the 
entires in the account it is possible to calculate the leave 
ridmissible to an officer. 

151 Tinally a history of services is maintained for each 
gazetted officer, in which is recorded his station, substantive 
appointments, officiating appointments involving a change 
of duties, dates of alterations of appointments, grants of 
leave of all kinds, and absence without leave oi in excess 
of leave oi joining time Pension calculations are based on 
this record. 
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152 The form of the pay hill of establishment is dilfeient 
from that of gazetted officers It has columns in which 
are enteied the name of each section and of each incumbent 
•of a post; the name of each post in that section, and a 
column in which is lecoided, in separate entries, the sub- 
stantive pay, additional pay fol officiating, special pay and 
leave salaiy drau n by each incumbent There are subsidiary 
oolmnns for pay, etc’, held ovei for future jiayments, fines, 
other fund deductions and income tax The officer signing 
the bill has to lecord certain certificates that pay previously 
•diawn has been disbursed and receipts taken, that any leave 
granted was admissible, that all appointments and pi emotions 
have been recoided in the service books and that ar absentee 
statement accompanies the bill, or that no person in superior 
seiWLce lias been absent on deputation oi susiiension or on 
leave Tins absentee statement is a most important pait 
of the\ establishment bill. In it aie shown the name and 
designation of each absentee, his pay. the nature of absentee 
allowance permissible, the name designation and pay of the 
officiating officer and the additional pay jiermissible foi 
officiating 

153 The system of audit of such bills is also dffierent Andit of pay 
fiom that of gazetted officeis’ bills The unit heie is not the 

officer but the section of ibe office m nhich he is woiking 
In the eslahlishment legister, therefoie, the mam columns 
nre — 

(1) Hame of the section and of ihe posts sanctioned 

therein 

(2) The pay of each post in the section. 

(3) The Older of Government presciibing any varia- 
tion in the pay of the section 

(4) Monthly columns, in which are entered the 
amounts diawn for that section month by 
month. 

This method of audit is called sectional, while the metiiod 
-of audit aiiphed to the bills of gazetted officers is called 
nominal In leality it is not strictly sectional inasmuch as 
the pay sanctioned for each post in the section is shown 
sejiarately If the audit were pmely sectional there would 

H 2 
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meiely be a recoid of the mnnber of post'? in that section 
and the total pay sanctioned Tins vaiiation fiom stiict 
sectional audit is necessitated by the rule that an officer is 
not permitted to giant to any subordinate a higher pay than 
that fixed for the post that suboidinate is holding, 
so that the pay allotted to each post has to be enteied in the 
register in ordei that the Audit office may check that this 
rule IS duly observed To desciibe the actual entries which 
have to be made in the columns foi amounts drann, and the 
leasons foi making each class of entiy, would be to enter 
into an amount of detail which would be out of jilace in a 
manual of this descript.on 

The audit of pay bills of establishments the iioiinal cost 
of which IS less than lls 500 has iccently been relaxed to 
50 per cent , precautions hems: taken to ensui e that the bills 
of no establishment escape detailed audit over a long ])8riod 

154) A time scale rate of )'ay has i ecently been sanc- 
tioned for most establishments and this has necessitated 
modifications in the existing procediiie ot audit On the 
conversion of a graded service into one on a time scale late 
of pay it IS of vital importance to scrutinise tlic calculations 
of the initial rate of pay fi.xed for each Government servant, 
and once such rates are fixed tlie increments accrue year 

bv vear almost automaticallv Wheie initial rates are 
%! %! % 

dependent to any extent on service they can be checked 
only with the service books winch are all in the districts. 
This work can therefore be best done at local inspections. 
Where such inspections are not possible the service books 
should be requiicd to be sent to the Audit office for tlic pur- 
pose of the necessary check 

155 The following procedure has been laid down for the 
pi esent, foi auditing the pay bills of establishments on time 
scale of pay — 

{a) Such establishments fall undci two groups, viii — 
(«) those for which an establishment return is lurnished 
annually by the Head of each office, and {n) those for 
which no such leturn is fmmished 


(&) In cases wheie no establishment return is le- 
ceived, the audit will be by numbers only. It a sanctioned 
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cadre contains its own leave reserve, tlie number to be 
entered in tlie Audit llegistei will be the sum of the 
numbei of Government servants drawing duty pay, and 
of those drawing leave salary If in a cadie, officiating 
airangements in leave vacancies are peimissible, the number 
diawing (^) substantive pay, leave salaiy and (m) offi- 
ciating pay IS noted sepaiately in the Audit Register, and 
the audit consists in seeing that plus (tn) is within the 
sanctioned scale, 

(c) (1) In the case of establishments foi which an 
annual establishment return is received, the and it will be 
by numbei’s as well as against the peimissible expenditure 
The numbers to be entered in the Audit Register will 
be — 

(i) wffien a cadre contains its own leave leseive — the 
sum of tlie numbei s of men drawing duty pay 
(substantive oi officiating); 

(ti) if the cadre does not contain its own leave 
leserve — the sum of the numbers of men 
diaw'iug duty pay and of those drawing leave 
salary 

The audit check wull be to see that this num’ier does not 
exceed the sanctioned scale 

(5) Roi audit against the peimissible expenditure, the ' 
first permissible expenditure on the introduction of a time 
scale IS w orked out on the fly-leaf oi the Audit Register 
- from the statement shon ing the initial pay fixed for each 
Government servant, and the date of his next increment , 
and for April of each year it will be checked with the 
annual establishment -return Ror this purpose, all men on 
duty temporal ily outside tlie Cadie or on leave aie counted 
as if on duty , the pay of temporary men officiating in 
permanent vacancies is added, and for all unfilled vacancies, 
is added the minimum pay of the post. Corrections aie made 
in the permissible expenditure during the course of the year 
only in legaid to permanent factors, e g , increments, retiie- 
ments and deaths, and consequent new appointments and 
increases and decreases of scale These events aie notified to 
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tlie Audit office in Increment Cei tificates, or in tlie remavl's 
column of tlie pay bill or in the sanctions to scale':, as the 
case may be The savings and extia cost on account of leave 
and officiating airangements, ecc , wliicli aie voiled out 
fiom the Absentee Statement are posted in the audit cage 
in the couise of audit The total of the bill is posted in the 
legistei in black ink and the sums held over, in red ink. The 
extra cost and savings are also noted in the Audit PLCgistcriii 
led and black ink respectively from the Absentee Statement. 
It should then be seen that the total of the amounts entered 
in black ink («. e, the total of the bill and savings) the 

amount held over (as recorded in red ink) does not exceed 
the permissible expenditure 


(3) In auditing a bill it is first of all necessary to check 
all items m the bill coriesponding to the Absentee State- 
ment, and at this stage the admissibility of the leave salary 
and the officiating jiay n-ill come under audit The incle- 
ment certificates are next audited, fiist against the fly-leaf 
and then in the bill itself Then are audited the lemainiug 
items in the bill against which there is something in the 
remaiks column The extra cost and savings to be enteied 
in the Audit Register aie also worked out during this process 
of audit. 

{4) Once a year a nominal test chock for rates of pay 
only drawn in one montli is undertaken Any errors found 
in this month’s bill must be traced through the bills of the 
year or years concerned. 


(5) The subsequent diawals of amounts held over for 
future payments, or refunded, are audited against notes 
previously recorded in lespect of such items in the x\udit 
Register 


Snmmary of 
Fundamental 
Eules and 
Supplemen- 
tary Eules, 


{d) As soon as it becomes possible to introduce local 
inspections or to post an officer of the Audit Repaitment m 
each District Treasuiy it will be possible to check the leave 
account of each Goveinment servant on the spot 

156 These are the mam documents to uhich the Audit 
Officer has to apply the lules as contained m the Funda- 
mental Rules, and Sujiplementary Rules issued in connection 
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fclierewith, with regard to pay and allowances, leave and 
leave salary A brief snmmary of the more impoilant rules is 
given below 

lo7 The fundamental basis of a Goveinment seivant’s^ar 
emoluments is the amount fixed as the pay of the post he 
holds substantively The term “ pay ” includes overseas 
pay, technical pay, special pay and personal pay, and any 
othei emoluments which may be specially classed as such 
by the Governor General in Council Overseas pay is pay 
granted to a Government seivant for serving in a country 
other than the one of his domicile Technical pay is granted 
to those who have received technical training in Europe 
Special pay is an addition to pay granted either for 
estia duties pei formed or foi the unhealthiness of the 
locality in which the work is perfoimed Personal pay is 
an addition giauted to save a Government seivant from 
loss of pay or on personal considerations 

158 A Goveinment servant appointed to a post on a time Time scale 
scale of pay wiJl dia^i as initial piay (1) thepay of the stage in 

the time scale next above his present substantive pay, if any, 
if Le has not previously officiated therein, or if his present 
substantive pay exceeds the pay he drew when last officiat- 
ing m that scale , or (2) the pay he drew when last officiat- 
ing in that scale if his present substantive pay is less than 
that amount He will count for increment the period 
during which he drew the pay of a stage and mil diaw 
increments after counting one year in each stage 

159 A Government servant holding one post substan-^^']^y 
tively and officiating in another draws the pay of the Government 
officiating appointment subject to the condition that the 
officiating appointment involves the assumption of duties or 
responsibilities of gi eater importance or of a difteient 
character 

A Government servant officiating in a jiost on a time 
scale of pay draws as initial pay the stage of the 
time scale next above his substantive pay, if any, provided 
that if he has previously officiated in the post or in a post in 
the same cadie on the same time scale, his initial pay will be 
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the same as lie drew when last officiating and he will count 
all officiating seiwice in any stage of the time scale, whether 
continuous or not, for increment in that stage If Ins sub- 
stantive pay is more than the pay calculated as above, he 
will get the formei . 

160 If a Government seivant is tiansfeired to duty 
which there is leason to believe will not tei inmate vithin *3 
years, and retains no connection with his substantive post, 
a local Govei nment may susjiend his hen on the post and 
fi.ll it substantively reserving the light to leverse the 
arrangements thus made on the letnrn of the Government 
seivant in question 

161 A person appointed to a temporary post will draw 
the pay of the post 

162 Oompensatoiy allowance is an allowance granted to 
meet peisonal expenditure necessitated by the special cii- 
cumstances in which duty is performed It inclucles a 
travelling allowance A local Government may grant 
such allowances to any Government seivant under its contiol 
and may also make rules prescribing then amounts and 
the conditions under which they may be drawn Com- 
pensatory allowance does not include the giant of a fiee 
passage to oi fiom the United Kingdom which requires 
the geneial oi special sanction of the Secrctaiy of State in 
Council, nor does it include a sumptuaiy allowance 

163 Unless in any case it be otherwise distinctly pro- 
vided, the whole time of a Government seivant is at the 
disposal ot the Government which pays him, and he may be 
employed in any mannei required by proper authoiity, 
without claim toi additional remuneration, whether the 
services required of hnn aie such as would ordinarily be ' 
lemuneiatcd from general revenues, fiom a local fund or 
fiom the revenues of an Indian State 

161 A Government servant may be granted an honora- 
iium fiom general levenues, or permitted to receive an 
honorarium or a recmring or non-recurring fee from aj 
private person or body, or from a public body, including a 
body administeiing a local fund, oi from an Indian State, 
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or in lefcuin foi work performed eitlier witlim or outside the 
course of Jus ordmaiy duties wlieu the work is of such 
exceptional merit or of such an arduous or peculiar natuie 
as to justify a s^iecial reward The -reasons for the giant 
of the honoraiTuui or fee should be recorded by the sanc- 
tioning authority 

165 A local Government may make rules fixing the 
amounts which may be sanctioned as honoraria or fees by 
the authoiities suboidinate to it and specifying the condi- 
tions under which they may be granted or aecepted. 

sOTr — Tins rnle docs uol ''pply to tbc acccptiucc of lionoiaria or fees by medical 
Oflicors in ci\ il emploj n inch mil be goae-ued bj such oidors ns the Secretary of State 
111 Council may is-juo in tins beh vlf 


166, Leave lules uiidei the fundamental Eules are 
divided into two classes — special leave rules and oidmary 
lenvo rules The conditions goveiinng admission to the 
her.efits of the special leave rules will he laid down by the 
Secietary of State in Council , all Government servants not 
so admitted will be subject to the ordinary leave rules 

Norr — Pending the iSbUC of litinl orders on tbc snbjcct, bonoici, tlio Governmeut of 
Indi 1 lia\e decided nitli the appi 01 al of the Secrclaii of State that all officer-, nho nere 
nndei the I'uropeau '•(nite Lca\c links on (he dale of mtioluction of the Eundaniental 
Rules will DO subject to the special lei\c tulee 


167 Theie aie two kinds of leave, viz., leave on aveiage 
jiay {i e , on lull avcitige pay, half averagf* pay oi quartei 
average pay), and extraoidmaiy leave 

168. Average pay is the aveiage monthly pay earned 
dining the 12 complete months immediately jireceding the 
month in vliicli the event occuis which necessitates the cal- 
culation of average jiay. 

360 A leave account is maintained for each Government 
seivant m teims of leave on aveiage pay in which all 
peiiods of leave earned aie credited and all periods of leave 
taken aie debited The amount of leave duo to a Govern- 
ment seivant is the balance at his credit in the leave 
account 


Leave Rules 
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170 Tlie mam features of tie tuo kinds of leave lules 
are indicated in tlie following tables — 

I — Special Leave Rules 


(a) Leave ci edited to leave 
account 


(5) Leave debited to leave 
account 


(c) Leave due 

(1) Maximum amount of 
leai e in terms of ai ernge 
paj permissible during 
whole service 


(2) Maximum amount of 
leav e on full av erago 
pay permissible during 
whole son ice 


(31 Maximum amount of 
leave on full av erage pay 
permissible at anj one 
time • 

{ 1) Maximum period of con- 
tinuous absence on leave 
otherwise than onmedical 
certificate 


Those who on entrv into 
Government serviio come 
under Fundament il Rales 


^'-juds of period of duty 


-j\fh of period of dutj 
plus 3 veais 


^^itli of period of duty 
jjIiis ore j eai 


8 months 


28 montos. 


Those who pnoi to 1st 
Januer^ 1922 were under 
the rules in the Civ il 
Seivico Ilcgulations and 
who come unde” the 
Fundamental Rules on or 
after 1st Janiiarj 1922 


(1) Piivilcf-c leave due on 
the date of coining nnder 
Fundamental Rules plus 

(2) -gth ot the period 
spent on dutv or o i pri 
vilego levve pinor to that 
date, phis 

(3) -"-lids of the peiiod 
of tintp snbsctpiciit to that 
dak 


Pi IV liege leave due on the 
date of coming under 

Fundamental Rule, yiZtis 
/^th ot period of duty 
suhsiquoiit to that dito 
plus 3 jeais 

Pin liege leave due on the 
dito of coming undei 

Fundamental Rules plus 
■j^ith of piciiod of dutv 
snbsoqucut to that data 
plus one jeai 

8 months 


28 moni'i s, 

t 

I 


(1) The actual period of leav e on av erago pay — 

(2) Half the period ot leav con half oi quarter average 
piay or leave on leave salary equivalent to subsistence 
gi ant 

[Fuitough, leave on medical ccitificato or special leave taken 
under old rules will count under (2)] 


I 
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I — Special Leaie Riilec — contd 


— 1 

Those mIio on entry into 
Govoinment service come 
undei Fundament il Rules 

TLoso who prioi to 1st 
January 1922 were under 
the rules in the Civ il 
Soivuco Regulations and 
w ho come under the 
Fundamental Rules on or 
after 1st January 1922 

(rf) Leave not due 

(t ) On medical certificate, wit 

(ii) Otboruaso than on met! 
one timo and C montlis 
avcinge pay 

hout limit 

lical certificate, 3 months at 

1 in all in terms of leave on 


(a) Leave ct edited to 
account 


11 

leave 


(J) Leave delxtcd to leave 
account 


(c) 


Leave due 

^1) Mnximum amount of 
le'l^eJ m terms of 
a\ cragc pay, pcrmis 
Etble during whole 
serMce 


(2) Maximum amount of 
leave on full avenge 
paj permissible during 
u hole sen ico 


-Otdinaiy Leave Rules 

■j-^tbs of period of duty * | (1) Privilege Icav e due on 

the date of coming under 
b undamcntal Rules, plus 

(2) 7 '_th of period spent 
on dotyoron privilege leave 
prioi to that date, plus 

(3) tl'B of peiiod of dutj 
subsequent to that date 

( 1 ) the nttnal peiiod of Icav c on nv tngo pa^ 

(2) H ilf the period of Icav c on half or quarter nv crage paj >. 
[Purlongli and leave on medical ccrtificato taten under 
old lilies Mill count under (2)] 


I’-jth of peiiod of dutj plus 
2i jear« 


['^tli oi period of du(j 


JiOTE — If the Goveiumciit 
proceeds on leave out 
intieiscci to ibo evfent of one ycai more 


Privilege leave due on tbe 
date ' of coming under 
Fundamental Ruhs plus 
■j’^tb of jiciiod of duty 
subsequent to that dite 
plus 2^ ycais 

riivilcgo leave due on the 
date of coming nndei 
Fundamental Rules plus 
i\th ot period of duty 
subsequent to that d ite 


servant tahes leave on medical certificate or 
of India or Cej Ion, tho maximnm limit may be 


(1) Maximum amount of 
leave on full average 
pav permi'sble at auv 
one time 


(i) i>jtb of period of 
up to foul months 


diuj jPiivilcge leave due on tbe 
date of coming under 
Fundamental Rules plus 
j^ytU of period of duty 
subsequent to that date, up 
to four months 
Leave to cno extent due but not exceeding 8 mouths, 
if on leav c On medical certificate or on leivo out of India 
01 Co j Ion 
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II — Oidinaty Leave Lvles — contd 


*g 3 t=. im 1 1 1 . ■HIM laif mu i i 1 1 ■ » I ■ ALUrU! 

• 

Those ulio on entry into 
Goioriiment sen ice come 
undci Fundimcntnl Buies 

1 hose u ho prior to 1st 
January 1922 uere under 
the inles in the Cnil 

Sen ice Bcgulations aud 
u ho come uiidei the 
Fniidniuciital Bnlos on or 
after 1st J inuar^ 1922 

(4) M iximnm period tif 
continuous absoiice on 
leaie otheniisc than 

2S monfcbs 

■ 

28 months 

on medical coitificate 
Leave not due 

(i) Oil medical ceitificite, Mithont limit 

* 


{li) Otlierwise tlnn on incilicil ccrtlfic^te, 3 months "t 
ono tune, and 6 months m il), in terms of Icue on 
nieiagc jiiy 




l7l In. special circumstances and Avlien no other leave 
is by rule admissible, extraoidiuaiy leave may be granted. 
Tins leave is not debited against the leave account and no 
leave salary is admissible duimg such leave 

172. Sub 3 ect to the conditions specified in paiagrajih 170, 
leave salaiy admissible is as below — 

{a) During leave due — Leave salary equal to 
aveiage pay or to half average pay, oi to 
average pay during a poition and half 
aveiage jiay duiinsr the remainder at the 
option of the Goveinn ent seivant 

ip) During leave not due — Leave salaiy equal to 
halt average pjay* 

(e) After coniinuous absence for 28 months — 
Quartei aveiage ]>ay sub 3 ect to tlie maxima 
and minima specified in paragiaphs 173 and 
I7d. A member of the Indian Civil Seivice 
or a Military Commissioned Officei sub 3 ect 
to these rides gets leave salary equal to 
subsistence giant aftei this peiiocl 

Note — When a nou-gazetted Go\einment ser\ant tiLes le e, his pTy at the time of 
tikingleaie may be tieated ns his a^e^nge pay if (i) his paj is less than Bs 300 oi 
in) the leaie taken does not exceed one month 
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173 Except during the fiist four mouths of leave on 
average pay, leave salaiy is sub 3 ect to the following 
maxima — 



Ateeage 

Haie atekage 

Qttaetee 

ateeage 


1 

I Outside 
Asia 

In 

Asia 

Outside 

Asia 

In 

Asia 

[ Outside 
j Asia 

In 

Asm 


£ 

1 Es 

£ 

Es 

£ 

Rs 

(1) Indi'in Cml Service and 
Military Commissioned 

officers suliject to the 
special Ic'i'xe rules | 

222 

2,222 

111 

1,111 



(2) Other Gorornmenfc servants 
subject tr the special leare 
rules 

200 

1 

2 000 

100 

1.000 

60 

600 

(3) Gorernineiit sonants subject 
to the ordinal j lea\ e rules 

150 

1,500 

75 

! 

760 

60 ’ 

600 


171 Subject to the condition that leave salary does not 
exceed average pay, leave salaiy is subject to the following 
minima : — 



1 

HAEE ATEEAGEn 

Qfaetee ateeage 

! 

Outside 

Asm 

In Asia 

Outside 

Asia 

In Asia 

i 


£ 

Rs 

dS 

Us 

^1) Indian Cml Service and Militari Com- 
missioned officeis Bubje'’t to- the 
special lea\ e rules 

S5i 

555 

i 


(2) Other Government servants subject to 
special leav e lules 

33 

333 

1 

16i 

166 

(3) Government servants subject to the 
oidinary leave rules. 

25 

250 _ 

i 

12i 

125 
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175 Leave salary is payable m lupees if the Goverii- 
ment seivant is residing m Asia and in steiling if lesiding 
out of Asia Leave salary drawn in lupees must be diawn 
in India or, by a Government servant residing in Ceylon, 
in Ceylon Leave salaiy di awn in steiling must be diavn 
in London, or, at the Government seivant’s option, in any 
British Dominion oi Colony prescribed by the Secietary of 
State Up to the first four months of leave, leave salary 
may be drawn m rupees in India though the Government 
servant may be lesidmg out of India 

176 The lupee maxima and minima lefeiied to in 
paiagiajihs 173 and 171 are applicable to those Government 
servants only who leside in Asia dining their leave, and the 
steiling maxima and minima to those who reside elsewhere 

177 The leave salaries of Goveinment servants aie 
debited accoidmg to Ihe following lules — 

1 When a Goveinment servant had sei ved onlj’’ 

undei one Government before pioceeding on 
leave his leave-salaiy will be debited to that 
Government. 

2 When a Government servant is tiansfened to 

service under a Government other than that 
under which he was fii.st employed, the leave- 
salaiy diawn by him during any leave taken 
aftei the date of translei shall be charged to. 
the hollowing Goveinment until the entiie 
leave earned under that Government has been 
exhausted 


•*v 
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Chapter 17 

Travelling allowance. 

Mam points 

178 The mam points winch have to he attended to in of Audit 
the audit of travelling allowance bills aie — 

(1) that the joniney was actually pei formed , 

(2) that it was necessary ; 

(3) that it was performed as expedrtiously as possible ; 

(1-) lhat no hill has been submitted for it befoie; 

(5) that the amount diawn is correct 

Point (5) involves a check of distances in those cases in 
which the travellmg allowance depends upon the distance 
travelled. 

179 Now, it is evident that points (1) to (3) aie much 

the moie important and that the Audit Officer at the capital controlling 
of the province has no opiiortunity of checking these points 
adequately The duty of applying these checks, therefore, 
is imposed upon the controlling officer who is either the 
Collectoi 01 a superior depaitmental officer 

The choosing of the conti oiling officer in respect of each 
office IS a matter of impoitance, and local Governments 
realise the necessity of choosing as a conti oiling officer that 
responsible authority who is in the best position to exeicise 
a proper check under these three heads 

i 

It IS now an important function of the Audit Officer 
to see that the scrutiny entiusted to controlling officers is 
exercised by them piopeily This can be earned out partly 
by local inspection and partly by detailed scrutiny of the 
bills in the Audit office I'o check the mannei in which 
the bills are examined, all the bills that were passed, say 
m the couise of six months should be bi ought together and 
examined to see whethei they weie scrutinised thoroughly 
or peifunctonly A similar test check is also desirable m 
respect of the claims of officers whose bills do nob require 
counteisignatnre 'J'be examination of hills for a continu- 
ous peiiod enables an opinion to be foimed^as to wb ether the 
Journeys wei e or were not made in the public inteiest It 
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Will be Intel cstmg to quote an instance exhibiting the result 
of one such, test check of the trayelling allowance of an 
officei who countersigned his own bills The 3ourneys that 
he had made duiing a peiiod of 12 months wcie listed and 
reported to the local Governmenir, with tlie result that the 
ofiEcei was fined Its 500, depiivcd of the jiriyilege of 
countei signing his bills and warned that a lecuriencc ot 
such a misuse of lus piivileges would entail his dismissal 

180. The duty of checking distances is now enti listed 
to the conti oiling officers Expeiience has pioved that 
even il the Audit Officeis take tlie gieatcst pains, their 
check in this lespect is often unsatistactoi y, because it is 
impossible for them to know the actual distance of a 
journey, say between two small villages in a district many 
miles away fiom headquarters. Tlie controlling executive 
officers aie better able to check such distances Audit 
Officeis, houevei, when checking the mannei in which 
controlling officers perfoim their duties— see paragraph 179 
above— should apply test checks to satisfy themselves that 
the controlling officers check distances 

The amount of railway faie and of steamer fare is 
checked in the Audit office with the tables of fares 

181 Demands foi tiavelling allowance aie submitted on 
bills which aie drawn up in such a way as to give all the 
infoimation necessary to ensuie the piojier check of the bill 
Thus they show the name of the officer, his head- quarters, 
the purpose of the journey, the date of the journey, the route 
by which it is peiformed^ the distance tiavelled by road 
(whenever it is neces'^ary to enter this particulai), lailwav 
fare, steamer passage money, number of days halted, &c 
These bills are submitted in the fiist place to the controlling 
officei Some contiolling officers supplement the entry in 
the eolumn for the “ purpose of journey ” by requiring 
diaries oi journals to be submitted by officeis indicating what 
those officeis have done during each toui The contiolling 
officer, having countersigned the bill in token of his 
check, returns it, and the officei who peifoimed the journey 
then obtains payment of the bill at the treasury. 

182 On receipt in the Audit office the 'bill is audited 
either by the district auditor oi in some cases in a separate 
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section, c ^ , in the special section for auditing the claims of 
gazetted otficers Check No 4 referred to in paragaph 178, ^ e , 
to see that the bill is not drawn twice for the same journey, 
is applied to all the bills of gazetted officeis, by means of a 
legister in which the bills diawii by the same officer aie 
■enteied in sufficient detail to rendei this check possible Such 
a legistei is maintained for non-gazetted Government servants 
only in such cases in which the local Government requests 
that the travelling allowance .charges of any office should 
be audited agamst the sepaiate ajipiopiiation for tiavelling 
allowance of establishment A test check should occasion- 
ally be made to see that Heads of offices so sciutinise the 
establishment bills as to guard against double elaims for the 
same jomney 

Only 50 per cent of the travelling allowance bills of 
G-overnment seivants of 3rd or 4th giade {mde paragraph 
185) are audited in full detail in each month — the selection 
being made by a Gazetted Officer 

183 Under the Hefoims, local Governments have been 
given the powers of making their own rules in lespect of 
travelling allowance, subject to the condition that the 
allowances are not on the whole a souice of profit to the 
recipient This condition having been lecogmsed as a canon 
of financial propriety, the A.udit Department is lesponsible 
for watching that it is not infringed The principles of this 
oanon cannot, howevei, be applied to individual journeys of 
various officers as the expenses vaiy so enoimously in 
fiiffeient areas of a province and undei different conditions 
in the same area that it IS impossible to frame formulae for 
determining the actual expenses incurred by each officer in 
respect oE each journey Tiavelling usually necessitates the 
permanent upkeep of means of conveyance for the officer - 
and that foi his liaggage as well, and in such a case it would 
be impossible to distribute ovei a series of journeys this 
peimanent expendituie An attempt should, therefore, be- 
made, to scrutinise the geneial rules framed by the local 
Government to see that the allowances are restricted to such 
rates as may meet the expendituie which an officei has 
generally to incur on his journeys as a whole 

184. The summary of the travelling allowance rules 
given in the folio wmg paragiaphs refers to the rules made 
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CloBsification 
o£ officois. 


Daily 

alloirauce 




Mileage. 


by the Governor General m Council, foi application to the 
Government servants whose pay is debi table to Central 
revenues and who aie not under the administrative contiol 
of a Governor acting as an agent of the Governoi General in 
Council It does not take the place of a detailed study of 
the rules but is intended merely as an introduction to such a 
study Local GovernmentN have powers to fiame their own 
rules suited to the conditions of theii jnovince 

185 hor the purpose of calculating travelling allowance, 

Government servants are divided into four grades The 
main cnteiion for classification is the pay drawn by the 
Government servant The fiist giade includes all those 
whose substantive pay exceeds Es 500 a month, the second 
those whose substantive pay exceeds Es. 100 and the third all 
Government seivants in superior service whose substantive 
pay does not exceed Es. 100, and the Ith grade comprises 
persons in mfeiior service Government seivants may, for 
special reasons, be included in a grade higher or lower than 
that determined by the above criterion. * 

186 The main item of travelling allowance is the daily 
allowance, ^ <?., the amount which an officer draws each day 
on which he travels more than 5 miles away from his head- 
quarters This allowance is ordinarily not admissible for 
more than 10 days of a halt at one place This restriction is’ 
based on the ground that expenses usually deciease as the 
length of a halt increases, and ensures due expedition in a 
journey Certain officers are, however, alloAved general or 
individual exemptions from this restriction when the 
prolonged halts are necessary in the interests of public 
service and entail extra expense 

I he scale of daily alloAvance and mileage admissible in 
regard to Government servants to whom these rules apply 
has been fixed according to the grade of the Government 
seivant When a Government servant travels within the 
territories administered by a local Government which has 
fixed special rates of daily allowance or mileage for Govern- 
ment seivants under its administrative control he must draw 
the daily allowance or mileage at the rates so fixed for 
his grade 

An officer is allowed to draw mileage, however, instead of 
daily allowance, when he travels more than 20 miles by road 
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or when lie tiavels hy road in continuation of a lail or 
steamei journey in wliicli case the mileage is limited to the 
amount of daily allowance unices the journey by road exceeds 
20 miles. 

When tiavelling by railway, an officer of any of the fii st nnd 
tlnec grades is allowed foi the jouincy, instead of the daily 
allowance, double the faie of the class in nhich he is entitled 
to travel accoidiiig to the grade into vhich he falls for the 
purpose of tiav(diiiig allowance An officer travelling by 
steamer is similailj nllowcrl, instead of daily allowance, 
double the faie of the class in which he is entitled to accom- 
modation accoidiiig to Ills grade In cases where a steamei 
com])aiiy has tuo lalcs of fare, one inclusive and the otlier 
cxcliisne of diet, the allowance admissible is double the fare 
exclusive ol diet An inferior servant is allowed a single 
faie of the lowest class and in addition oidinaiy daily allow'- 
aiice when trai ellina by inil and double tlic rate of daily 
allow ance w'hon tra\ oiling by sleamer. 

A Government seivant of any of the first thice grades 
who uses a means of locomotion provided at the expense of supplier*^" 
Government, a local fund or an Indian State, but who pays all 
the cost of its use oi propulsion, diaws the travelling allow- 
ance oidinarily admissible ior the journey subject only to the 
deduction of such Im c as may 'lie dot ei mined by lu'le. If 
tlic cost of sucb use or projnilsion is not paid by the Govciii- 
incnt tenant ho IS allowed only tlic daily allowance. If 
pait of the jonincy is made by othei means of locomotion he 
may exchange tlie daily allowance for the mileage admissible 
foitbatpait T1 the fhn eminent seivant has to provide 
convejance for bis senaids or luggage, lie is allowed, in 
case 1/bc jouincy is by load exceeding 20 miles 01 is a road 
journey combined witli one by rail oi, sea or river steamer, 
to exchange bis daily allowance for half the mileage 
allowance calculated foi such -journey and todiaw in addition 
the mileage allowance admissible foi any part of tlie jouiney 
made by otlier means of locomotion. 

If a Goveinment cei vaiii tiavels by a motor car supplied 
to him at the expeii‘5e of Government, lie may draw*- — 

{a) if he travels by the motor car moio than 20 miles in 
one day, tlie mileage allow'nncc of liis giade fo” 

t2 
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Permanent 

monthly 

allowance 


Con\ ej ance 
allowance 


Journeys on 
transfer 


the fiist 20 miles, and thiee-fonrths of that rate for 
the remainder of the 3oniney , 

{Jb} if he combines with a journey by the motor car 
a road jomnej'- by other conyeyance, he may 
draw the mileage allowance admissible foi the 
first 20 miles or for the journey by other convey- 
ance whichever is greater, and foi the remainder 
of the journey three-f oui ths of such mileage 
allowance , 

(c) if he combines with a j'ourney by road, whether 
made wholly or partly in the motor cai , a j'ourney 
by railway oi steamer, he may diaw mileage 
allowance for the journey by railway or steamer 
in addition to the allowances admissible under 
clauses (a) and (&) above for the journey by 
load. 

Some officers have to do a considerable amount of travel- 
ling, and in such cases permanent monthly allowances 
are granted in lieu of all other travelhng allowances 
for journeys within an officer’s circle of duty .Such allow- 
ances are given all the year lound whether the officers are 
on toui 01 not There is a tendency for the extension of 
this form of allowance as it simplifies cleiical work. The 
substitution of this allowance foi all other allowances doe^ 
not, howevei, relieve the controlling officers fiom the res- 
jionsibility for watching that officers serving under them 
undertake all the journeys that they are expected to make. 
Here also the Audit Officeis will have occasionally to apply 
test checks to see that contiollmg officers are attending to 
this duty. 

Another modification of this form of tiavelling allowance 
is the conveyance allowance granted to officers who have a 
large amount of travslling at oi within a short distance 
from headquarteis, for which travelling allowance is 
ordinarily inadmissible, 

Toi journeys on transfei a Government servant may draw 
the following allowances: — 


I. — For journeys hy rail or steamer. 

Three times the fare of the class to which his grade 
entitles him and in addition exti a number of faies accually 
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paid for such, members of his family who accompany him 
He is allowed alsb the actual cost of ti ansportmg (by goods 
tram, steamei or othei ciaft) his j)ersonal effects up to the 
following maxima — 


Grade of Gov ernment servant 

r 

If tiavelhng alone 

If travelling v\ ith 
familj 

j 

1 

Mds 

Mds 

Fust . . j 

40 

60 

Second . . . . 1 

20 

30 

Thud ... 1 

1 

12 

15 


If the distance travelled exceeds 80 miles and the 
possession of a conveyance is advantageous from the point 
of view of efficiency of the Government seivant in the new 
post, the actual cost of ti ansportmg the conveyances and 
hoises by rail, steamer or other craft is allowed on the 
following scale * — 


Grade of Government servant 

Scale allowed 

Fust 

• « 

Two hoises, and a caiiiage oi motoi cai oi 
motoi cycle 

Second 

• 

One hoise, and a carnage or motor cycle 

Third 

• « 

1 

One horse or a motor cycle or ordinary 
cycle 


Note — In tie case of a motor car, the cost of trauspoilmg a chauffeur oi cleaner, and 
for each horse the cost of transporting one sjce and one grass-cnttei maj he drann 


- II. — For journeys hy 7'oad. 

Double the mileage allowance for himself and one or two 
extra mileages foi liis family according as th.e number of the 
memhcis of the family accompanying h.im is two or more. 
An allowance at ceitain fixed mileage rates is also given to 
cover the cost of transporting the personal effects 
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Chapter 18- 

Pensions. 

187 The essential iioints of tlie audit of pensions are 
to ensure : — 

{a) that the letiiing officer is entitled to the pension 
he claims ; 

(&) that a pensioner is entitled to the pension he draws 

Both these points aie checked in the Audit office. 

188. The title to the pension claimed is checked in the 
following mannei — 

Shortly before a non-gazetted Government servant is due 
to retire he must submit to the authority, whose duty it 
would he to fill up his appointment, his service-hook and a 
statement of his sei vices It is then the duty of that officer 
to check this lecoid as far as possible and to submit it to the 
Audit Officer foi compaiison with the records in his office 
The main source of comparison in the Audit office is the 
annual list of pensionable establishments which has to be 
submitted by eveiy Head of an office to the Audit office 
where it is checked with the sanctions recorded in the audit 
register This preliminary verification is made in order to 
facilitate the check of the formal application which has to be 
made when an officei retires, so that theie may be as little 
delay as possible in giantmg the pension, and to ensure that 
no officer inadveitently retiies before he is entitled to a 
pension 

It IS unnecessaiy foi a gazetted officer to submit any 
preliminary statement foi verification or any detailed list 
of his service with his formal application inasmuch as full 
details are enteied in the history of services, for the jnepara- 
tion of which the Audit office is responsible 

189 The following are the mam features of the rules 
relating to pension ifor paiticulars regarding sgrvice quali- 
fying for pension, the amount of pension admissible, etc , 
the detailed rules may be lefeired to — 

{a) The mam check in the Audit office is to see that 
the seivice rendeied qualified for pension, and 
for this the essential conditions aie that the 
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seivice must be under, and paid by, Government 
and a Government servant must hold a perma- 
nent post in that seiviee substantively. It is 
open to a local Government to ^lule when 
creating a new post or establishment that service 
in such a post or establishment shall not be 
pensionable service. 

(&) Qualifying sei vice may be either ‘superioi’ or 
‘ inferior ’ Suboidinate service which may be 
classed as such by a local Government, is mfeiior 
service. All other seivice is superior seivice 

(c) The following constitute an mteriuption of 
seivice — 

(1) Hesignation of Government service otherwise 
than in circumstances qualifying the resigning 
Government servant foi a pension or giatuity. 

(2) Uemoval from Government service for ineffi- 
ciency not due to age, for misconduct or foi 
insolvency. 

(3) Uemoval from Government service for failure 
to pass a prescribed examination 

(4) Absence fiom v^duty otherwise than on autlio- 
rised leave 

An interiuptioh' of seivice entails the foifeiture of all 
past service unless the local Government in any case other- 
wise direct 

(f?) Government servants who have held ceitain 
special posts which aie teimed lower grade posts 
or higliei grade posts and have shown such 
special eneigy and efficiency as to deserve the 
concession are entitled to special additional 
pensions at specified lates. 

((?) Pensionable pay is calculated on the average pay 
earned by a Government servant during his last 
thiee years of service. 

(/) Pensions aie calculated to the nearest anna 

{g) For inferioi service, the pensions admissible will inferior 
be governed by rules framed by local Govern- Service, 
ments 
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190. Prior to tlie introduction of Reforms tlie pensionary 
cliaiges of Gorernment servants of all civil departments 
Tvere charged to the accounts of the piovmce in Tvhich such 
charges iveie disbursed, even if the pensions had been earned 
by service in other provinces or under the Government of 
India Under the Refoims, each province constitutes a 
separate Government, entirely responsible for its oivn 
finances and consequently it has become nccessaiy for each 
Government to recover from anv other Government the 
payments vhich it may make on its behalf in respect of 
pension earned by service under the latter Pensions sanc- 
tioned befoi e 1st Apr il 1921 Vill, however, be treated as a 
charge to the Government which had to bear it under the 
old rules, e , these will be debited to the Central Govern- 
ment if paid outside India and to the Government by which 
the payment is made if the payment is made in India Jn 
respect of Government servants who have served under more 
than one Government, the distribution of the pensions sanc- 
tioned after 1st April 1921, is determined under the follow- 
ing rules, approved by the Secretary of State in Council — > 

Fensions smictioned on or after 1st A])nl 1921 . — 

(a) J?ayments outside India . — 

(^) If an officer has seiyed under only one Government 
that Government will bear the charge 

(??,) If he has served under more than one Government 
the pension will be divided among the several 
Governments in proportion to the length of 
service undei each 

(&) Payments made in India • — 

{%) If an officer has served under one Government only 
that Government will bear the pension drawn 
by him on retirement even though he draws it 
from anolhei Government Pensions drawn in 
provinces by servants of the Central Govern- 
ment will be debited to Central heads direct 

(</) If an officer has served under more than one Govern- 
ment (other than the Government of India) 
before retiring, his pensions will be borne by the 
Government under which he was serving at the 
date of retirement 
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(«««) If an officer has served both, under the Central 
Goveinment and under one oi more other Govern- 
ments before retiring, the Central Government 
Trill be debited nnth a proportionate share of the 
pension determined by mere length of service. 
The balance Trill be borne by the Government 
under Tvhich he Tvas serving at the date of retire- 
ment or, if that be the Goveinment of India, by 
the Government under Tvhich he ivas serving 
prioi to his transfei to the Goveinment of India 

(g) Sjpecial additional pensions, whether paid in India or 
outside India —Special additional pensions vvill be treated as 
sejiaiate items and distributed according to length of service 
betTveen the different Governments under Tvhich the service 
by vhich the additional pension vras earned vns rendered 

id) Cvbil servants who were placed on military duty 
during the war shall he deemed to have been serving under 
the Government of India for the peuod of that duty 

191. When an adjustment has to be made under these 
rules betTveen tvro oi more Governments it may be made 
either by the payment in lump or in instalments of the 
commuted value of a pension oi in accoi dance vinth any 
special arrangement vffiich may be concerted betiveen the 
Governments concerned. 

192 No pension can be sanctioned (except in the case of 
certain classes of Police subordinates) until the Audit office 
has stated that the amount Tvhicli it is contemjilated to 
sanction is permissible under rule A copy of the order of 
sanction is then foiwaided to the Audit Officer Tvho verified 
the seivice so that he may check whether the pension granted 
is permissible. The Audit Officer then issues dujilicate pension 
payment oiders, one to the pensioner himself and the other 
to the Treasury Officer in charge of the treasury at Tvhich 
the pensioner wishes to take jiayment The distribution of 
the pensionary charges under paragraph 190 is also made at 
the same time and the Audit Officer takes steps to make the 
necessary adjustment of charges, between the different 
Goveinments in the manner laid doTvn in paragraph 191. 

193 Pensions are paid at treasuries, and every payment 
has to be entered by the Tieasury, Officer on both copies of 


A-othonty 
£o- ■pension, 


Method of 

persion 

payment. 



130 


IdentiBcation 
of pensioner 


Audit in 
Andit office 
of ])ension 
pajinents 


1 

194 ] PENSIONS [Chap. 18 . 


the pension payment order. At the same time he takes the 
receipt fiom the pensioner and checks the identifying marks 
and the signature, or the thumb impiession, “with those 
recorded on the original ordei. Some pensioneis aie per- 
mitted to draw pension without personal application, but in 
such cases they have to foiward life ceitificates with their 
leceipts and also have to attend once a year for identification. 

This identification of the person diawing the pension 
with the pel son to whom the pension was gi anted is, of 
course, the essential audit check and here again the Audit 
office has to rely upon another authority for the due per- 
foimance of the check. 

194 The audit of pension payments in the Audit office 
is conducted only in lespect ot a small percentage — appioxi- 
mately one-sixth of the vouchers the selection of those to be 
checked being made by a Gazetted Officer The pension 
voucheis of each treasuiy aie thus audited for some 2 
months in each year. This audit consists in seeing that the 
amount paid is not gi eater than the amount sanctioned. 
One month’s vouchers of each treasury are also audited in 
detail at the annual inspection of treasuiies This local 
check consists not only of the compaiison of the amount 
paid with the amount due but also of a geneial leview of 
the treasury lecords to see that they do not indicate any 
double payment of the pension foi the same month 
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Chapter 19- 

Contingent Expenditure. 

195. TJndei this heading cml accounts group a nuniher 
of payments of the most vaiymg description. In fact 
under this category aie included all payments made by 
Civil officers to people not in Government seivice, if they do 
not fall under the heads Deposits, Remittance Tiansfer 
Receipts, oi Supxily Bills It is, then, a little startling at 
first sight to find the geneial lu'le laid down that, subject to 
uny oiders of the local Government or controlling authority, 
an officer is allowed to draw money fiom the tieasury for 
contingent expenses mcuiied on the public service within 
tlie amount allotted to him in his budget estimates or 
otheiwise Roi ordinary expenses previous sanction is not 
xequired. It is foi the local' Government to define the 
natuie and limit of chaiges — 

{a) which may be incuiied without previous sanction, 
and 

(6) ■which lequne the previous sanction — 

(i) of any conti oiling officer, 

(^^) of itself. 

There is, however, one important proviso, viz , that fixed 
allowances foi contingent expenses which aie diawn regularly 
11 respective of the actual expenditure incuired in any month, 
are not subject to any of the lules relating to contingent 
expenditure 

The consequence is that a veiy large number of rules have 
had to be promulgated by the Government of India and 
by the various local Governments limiting the power of 
officers to incur contingent expenditure The formei apply 
to the departments and administrations under the control of 
the Government of India, and are contained in the Civil 
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Account Code oi in other codes issued under the autliorify 
01 the Government of India. The latter apply only to the 
depaitments of the local Government concerned, and aie 
contained in fheir financial lules ■which aie embodied either 
in the local Government’s codes oi in departmental manuals 
The important local lules -which have not been embodied in 
any codes are usually bi ought togethei in Ihe manuals 
relating to the work ot the various sections of Audit offices 

196 The main check over contingent expendituie is 
peifoimcd by the conti oiling authoiitics and at one time 
almost every item of contingent expendituie had to be 
counteisigned But non'’ in neaily all piovinces the follow^ 
mg classes aie to be found, mz. — 

(«) Conti act contingencies ; those in respect of winch 
Government have entered into a conti act vitli 
disbuising officeis that they shell be given a fiee 
hand piovided they do not exceed the conti act 
giant , 

(5) Contingencies legulated by scales , expenditure bn 
which may be incuired subject to ceitain lates 
which have been piesciibed by Government, 

(c) Special contingencies , which lequiie special sanc- 
tion of supeiioi authority , 

((7) Counteisigned contingencies , expenditure on 
which has to be accepted by superioi authoi- 
ity, which acceptance is intimated to the 
Audit office by the submission of sepaiate 
detailed countersigned bills undei the pioceduie 
laid do-wn in the Civil Account Code 

(e) Contingencies of heads of depaitments and other 
officers which do not lequiie countersignatuie. 

197 This subject of contingent audit is a difficult one 
to deal with, because the classification of contingent expen- 
diture varies considerably in the different offices 

In some provinces probably as many items of contingent 
expenditure as possible have been bi ought into classes (a) 
to (c). In other provinces it is possible that the number 
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of items of contingent expenditure in tliose three classes 
could be increased with, advantage 

198 Neaily all disbuismg officers have peimanent ad- 
vances, that is, a sum of money jilaced at their disposal to 
meet immediate needs Such permanent advances corres- 
pond to an ordinaiy pieison’s pocket-money. As fai as pos- 
sible all contingent expenditure is met from this permanent 
advance and whenever the advance requiies to be leple- » 
nished the disbursing officer has to submit bills to the 
treasury indicating the nature of the expenditure which 
has depleted the advance 

199 Contingencies of classes (^) to (c) and (e) referred 

to in paiagrajih 196 can be diawn direct from treasuries oUroX^encies 
bills. The bills for contract contingencies ai e not supported 
by any vouchers. .The bills for the other thiee classes are 
supported by vouchers foi amounts in excess of Us .25 
each , in respect of special contingencies the sanctions aie 
also quoted The bills for expcndituie on items falling 
under class (fZ) are piesented flist of all in the form of an 
abstract at the treasury in oidei to replenish the advance, 
and subsequently detailed bills with all the vouchers attach- 
ed are submitted to the countersigning authority for counter- 
signatuie and lor submission to the Audit office with 
vouchers exceeding Us. 100 The Audit office holds all 
amounts drawn on abstract bills under technical objection 
until all the vouchers and the countersignatuie of the con- 
trolling authoiity have been received in support of the 
expenditure. 

200. It is the duty of a countersigning officer to see Duties of 
that the charges drawn in a contingent bill are of obvious authority ^and 
necessity, and-aie at fail and leasonable rates , that previous of Audit 
sanction foi any item requiring it is attached , that the le- 

quisite vouchers aie all received and are in order, and that the 
calculations are coriect, and specially that the expendituie 
has not exceeded, and is not likely to exceed, the appropria- 
tion foi the purpose II expendituie be progressing too 
rapidly, he should communicate with the disbursing officer, 
and insist on its being checked 

201. It IS impoitant here to set forth the different 
duties of the controlling authority and of the Audit office. 
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These authorities have to satisfy themselves .^as indicated 
bolov — 


Points of clioch. 

Controlling antlioi it> 

Audit Oflicci 

(1) Vouchcis 

That ho has 1 eceivod all 
above Its 25 that they 
(specially those betucer 
Its 25 and Its. 100) 
aie collect. ^ ^ 

That he has lecened all 
abone Ils 100 and that 
they arc coiiect 

(2) Necessity of 
expenditme 

That it vas necessaiy 

Thattheie is no hi each 
of anv canon of finan- 
cial pioprietv 

(3) Pates 

That lates aie fair and 
leasonable 

That the lates are 
appaienll} not exti.i- 
^agant ^ 

( 1) Pi ogress of 

e\pcndrturp. 

Tliat expenditme is not 
likely to exceed giant 
01 appiopiiation 

1 

That the flou of oxpen- 
ditme IS not too lapid 
In cases in which the 
local Go^elnmcnt has 
requested that the 
expenditme of any 
specified office should be 
audited against the 
specified appiopiiation 
foi it, the Audit Officer 
has aho to see that the 
expenditme has not 
actually exceeded the 
sanctioned appio- 

piiation 


** If lio hns lenson to suppose that lates aie e\tia\Tgaiit lie sliould net na indiiated lu 
paragraphs 105 and lOG nbo\ e 


ils to the amount of work imposed upon conti oiling 
anthoiitics nndei these rules the following quotation may 
he made from a letter by an Accountant Geneial . 

In tlie case of depaitments, such as Jails, Police, and hledical, 
the ooiitingent expenditme includes veiy laige sums uudei Supplies and 
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Sei vices foi feeding of piisoneisand patients and the supply of rations, 
cldthing,'aims-and accontieinents to veiy many thousands of poiicemen, 
and the heads of these depaitments havepiactically got subsidiary Audit 
officer establishments undei them to enable vthem to exeicise a detailed 
control ovei this veiy large expenditnie Coiintei signature in the case 
of these departments at any late does imply a veiy large amount of 
detailed check of which the Audit office is theieby lelieied 

202 The work of the conti oiling ofiicei is much more 
onei pus than that of the Audit Officer , it is more difficult 
to decide lyhether expenditure is necessary than whether 
it is unusual, and whether rates aie leasonable'than whether 
they aie apparently extrayagant At the same time the 
Audit Officer also has to determine as far as possible 
whether the controlling officer is doing his work adequately, 
and this IS, iierhaps, his most important duty in respect of 
contingent expenditure. 

203 The audit of smaller bills amounting to not more 
than B,s. 500 each has lecently been relaxed to a percentage 
check yaiying fiom 25 to 75 according to the nature of the 
transactions The audit of contiact contingencies has been 
restricted to seeing that there is no breach ot any canon and 
that the progressiye expenditure does not exceed the contiact 
grant Audit in India would probably benefit if more 
attention were paid to the scrutiny of contingent expenditure 
and less to the minute examination of establishment and 
tiayelhng allowance bills Gazetted Officers should devote 
particular care to their leview of bills of Rs 3,000 or over 
and should also scrutinize some of the smaller bills 

204< Audit derives little assistance from elaborate re- 
gisters in the check of these bills Registers ai e used for 
two ]mrposes to check the progressive expenditure against 
the appropriation , and to check any expenditure requiring 
special sanction against the order of sanction The forms 
used for these puiposes are too simple to require explanation. 
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Oliapter 20 

Expenditure on Works 

205 The extreme importance of this class of expendi- 
tiiie can he gauged fiom the feet that the total expenditure 
m India m 1920-21 lecoided uutlei the ma^or heads refer- 
iing to Public Woika, Irrigation and Railways amounted 
to over 68 cioies of lupees, and tlie larger portion of such 
expcndituie was on woiks It will not be possible, then, to 
do moie than touch the fiinge of the subject in this 
manual 

206. Theie are always moie demands on the public 
purse than can possibly be met, and therefoie the advan- 
tages to be derived from compliance with each demand 
have to be weighed against the piohablc cost m older to 
select those on which Government money can be used to 
the best advantage Now, the direct cost of a new establish- 
ment can be calculated acemately, its indirect cost with 
reasonable accuracy • and the cost puce ot anything to be 
pm chased as contingent expendituie will be known within 
leasonable limits at the time the j^ui chase is sanctioned 

But a hmlding foi, say, a hospital can be erected for 
one lakb, while TO lakhs can also be spent on its erection. 
Government may be quite willing to spare one lakh, but 
extremely leluctant to spend TO lakhs 

Thus the Public Works Department Code, 10th edition, 
states in paragiaph 258 that “ it is a fundamental rule 
that no work shall be commenced unless afeiopeily detailed 
design and estimate have been sanctioned, Excepting 

in regard to petty works . . and in cases of real emei- 
gency to be immediately lepoited and explained to the 
authorities competent to accord administrative approval 
and technical sanction, this in 3 unction may not be in- 
fringed.” 

That the Audit Department has much steady work befoie 
it to enfoice the ohseivance of this rule is shown by the fact 
that in 1920-21 the amount placed under ob 3 ection for non- 
obseivance of this rule in the Buildings and Roads and 
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Inigation blanches was ovei 16 2 per cent of the total works 
expenditure of the year in those branches 

207. A work has to be desighed so as best to fulfil its Adminiatra- 
purpose Thus the design has usually to be piepaied in[g^^n°ai 
consultation with, and finally to be appioyed by, the autho- sanction 
rities for whom the work is to be elected This appi oval 

is called “ admimstrative approval ” and is, in efiect, an 
ordei to the Public Woiks Department to execute ceitain 
specified works at a stated sum to meet the administrative 
needs of the department ie(iuiring the nork In other 
words, the administiative experts have to say— this work 
meets om’ requiiements, and we do not consider the cost, 
as shown in a preliminary estimate accompanying the 
design submitted for administiative sanction, will be 
extravagant. 

Once this is obtained the detailed estimate is prepared 
which has to receive the “ technical sanction ” of the Public 
Woiks Department. If, m working out the detailed esti- 
mates 01 during the construction of the work, it is found 
necessary to make any important deviation from the design 
to which administrative sanction has been obtained, such 
sanction has also to be obtained to the deviation. 

208. Even with the greatest thoughtfulness and accuiacy Suppiemen- 
it is not always possible to fore‘>ee everything that will be 
requiied or to frame an estimate winch will not be exceeded estimates 
Therefore we have the lules “ Any development of a pro- 

3 ect thought necessaiy while a work is in progress, which is 
not fairly contingent on the proper execution of the woik 
as fiist sanctioned, must be covered by a supplementary 
estimate, accompanied by a full repoit of the circumstances 
which render it necessary.” (Public Woiks Department 
Code, paragraph 287.) 

“ A levised estimate must be^submitted when the sanc- 
tioned estimate is likely to be exceeded by more than 5 per 
cent ” (Public Works Department Code, paragrajih 288 ) 

But the extra expenditure which has to be coveied by a 
supplementary oi levised estimate is oftefi incuried before 
sanction can be obtained to these estimates. This nullifies 
the value of such estimates and, theiefoie, we have the 
rule “ Should any alteration of importance, involviifg 
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additional expense, be considered necessaiy, a revised or 
supplemenlary estimate should be submitted tor sanction. 
In urgent ca'^es, where the delay thus caused would be 
inconvenient, an immediate leport of the circumstances 
must be made to the superioi authoiity and dealt with as 
the case may i equire ” (Public Works Department Code, 
paragraph 261 ) 

This rule was introduced at the instance of the Secretary 
of State, who has devoted gieat attention to this question 
of excesses over estimates, and its importance is manifest. 

When excesses occur at such an advanced period in 
the construction of a woik as to render the submission of 
a revised estimate pui poseless, the excesses, if beyond the 
powei of the Executive Engineei to pass, aie explained m 
a Completion Statement or Detailed Completion Repoit 
referred to in the following paragraph 

209 Einally, a consolidated Completion Statement is 
piepared monthly of completed works the actual expenditure 
on which is in excess of the sanctioned estimate by an 
amount which an Executive Engmeei is empowered to pass 
But in icspect of completed works on which the outlay has 
been recorded by sub-heads, a Detailed Completion Report 
for individual works is piejiared instead of a CompleMon 
Statement, in the following cases — 

(1) when, if the work was sanctioned by higher authori- 

ty, the total estimate has been exceeded by more 
than 5 per cent , and 

(2) when, if the work was sanctioned by the Execu- 

tive Engineei, the total estimate has been exceed- 
ed by an amount greater than that which he is 
empowered to xiass 

The consolidated Completion Statement shows for each 
work the estimated amount, the outlay and the excess In 
cases in which the Completion Statement is utilised instead 
of a revised estimate {vide paragrajih 208) the excess is set 
forth in sufidcient detail to satisfy the authoiity whose sanc- 
tion IS necessary The Detailed Completion Report gives a 
comparison and explanation of differences lietween the 
quantity, late and cost of tlie work executed and those 
enteied in the estimate. 



139 


Chap 20] EXPEr/DiTURE on works. 


The object of the Oouipletion StatemeRt or Detailed 
Completion E-eport is to enable the superior authorities to 
scrutinise the excess and to sanction it ivheie it is reasonable ' 

210 Woiks expenditure involves materials and labour. Audit of 
Materials may be supplied from stores or bought for the 
work, or jnovided by the contractor. Store accounts are 
dealt with in paiagraph 216 and in Chapter 22 below. VVork 
may be carried out by daily labour, by piece-work {i e , 
work paid for at a fixed late) or by contract. The last 
should be entered into in writing and should contain stipu- 
lations as to the' quantity of work to be done and the time 
within which it is to be completed. Most contract work is 
carried out by petty contractors who cannot wait foi pay- 
ments on completion of work and are therefore paid periodi- 
cally according to woik done up to date Thus, whether 
work is paid for by contract or lat piece-rates, prompt 
measurement is essential, and of course, measurement of 
work'done is the most essential check in the audit of works 
expenditme. This check is conducted entirely by the 
executive It would be impossible for audit to take any 
2 Dait unless they had a staff of measurers in every division 
m India to make the original measurements, oi a staff in 
each piovince to tnui tbioughout it checking measurements 
The sole check over these initial measurements is exercised 
by the Sub-Divisioiial or Divisional Ofiicer oi by the 
Sup ei intending Engineer who 'veiifies them cither by 
making check measurements or by lusjiection. The exjiert 
knowledge of an experienced Engineer enables liim in many 
cases to detect any veiy gross overmeasurements or over- 
payments on inspection and comparison with the recorded 
ox 2 ienditure on the work 

211 But executive authorities do not always realise the 
extreme importance ot accuiate measurement. There is 
always a rush of expenditure in March, the last month of 
the financial year, and cases have occurred in winch pay- 
ments have been made on measuiement reports submitted 
by subordinates whose journals, m which they record work 
done day by /ay, indicate that, on the day on which the 
measurements were alleged to have been made, they were 
miles away from the site of the work. Such measurement 

K 2 
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repoits canliave little value, aud, if Audit detects sucli cases 
at inspections, prompt notice skould be taken of them. 

212, Audit of Public Works expenditure falls under 
three heads — 

(a) audit in the cential office , 

(&) audit by the Diiusional Accountant in the divisional 
office , and 

(c) test-audit at the annual inspection of the divisional 
office. 

213 The audit of works expenditure in the cential office 
is conducted mainly with lefeience to — 

(1) the sufficiency of the authority for incuirmg the 

expenditure 

(2) the accuracy of the classification of the charges 

against the works, persons, services and heads of 
accounts concerned 

(3) the reasonableness of the rates. 

(4) the proof of payment to the coirect individual 

(5) the canons of financial piopriety 

(A) The first check consists in seeing that the expendi- 
ture on the work is covered by a sanctioned detailed estimate 
for the work as well as an appropriatiou, and that all special 
charges which, under the rules, require the sanction of an 
authority superior to the Divisional Officei are duly sanction- 
ed by such authorities Por this purpose the sanctioning 
authorities communicate their sanctions to the Audit office 
individually or in a consolidated monthly statement The 
sanctions aie first checked to see that they aie in oidei and 
aie then posted in an audit register The expenditure ia- 
cuired on each work, month by month, is then jiosted against 
the sanction when the monthly accounts are received from 
the division and a comparison is made between the sanction 
and the expenditure Expenditure not covered by sanctions 
and in excess of sanctions is placed under objection 
until the necessary sanction is accorded or the expenditure 
under objection is otherwise regularised by recovery, etc 

(B) The second check consists in seeing (1) that if the 
charge is debitable to the personal account of a contractor. 
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employ^ or otlier individual, or is recoveiable from liim 
under any rule or ordei, it is recorded as sueli in a prescribed 
account so as to watch the recovery of the amount due, (2) 
that the chaige is classified to the pioper heads of accounts, 
and (3) the expenditure is incurred in pursuance of the 
piecise objects for which the detailed estimate for the work 
was intended to piovide The last check cannot be 
pioperly exercised in the central office as the detailed esti- / 
mates which define the objects on which expenditure 'is to 
be inclined are not available there Chaiges are therefore . 
examined generally to see that there is appaiently no 
misclassification but the detailed check with estimates is left 
to the Divisional Accountant 

(0) The third check consists in seeing the i easonableness 
of the rates Sanctions to contiact agreements accoided by 
officeis highei than the Divisional Officer are communicated 
by them to the Accountant General in such form as to 
enable that officer to audit the payments on the basis of the 
rates sanctioned Similar check against the sanctions by 
the Divisional Officer is exercised by the Divisional Account- 
ant Sanctioned rates aie further scrutinised as a guard 
against extravagance as explained in paragraphs 105 and 
106 

(D) The fourth check consists mainly in seeing that a 
properly receipted voucher is sent for eveiy payment The 
_ responsibility tor making payment to the person entitled to 
receive jiayment is left to the paying officer as in the case of 
almost all payments not made by the Audit office direct. 

(B) The application of the canons of the financial 
propriety has alieady been explained in detail in Chapter 10. 

(B) Besides these cliecks each voucher foi payment on 
running account is compared with the last bill to see that 
up to date and other figures winch are dejiendent on the 
entries in that bill aie correct The arithmetical calculations 
of the bills are also checked to the following extent — 

(«.) Binal running account bills in yellow form... cent, 
per cent 

(it) Other vouchers, 1C per cent. 

As the arithmetical calculations of the vouchers are check- 
ed completely in the divisional office under the supervision 
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of tlie Divibioual Accoiintaiit, a percentage check in the 
central office has been consideiecl to he sufficient 

214 A trained Dmsional Accountant is posted by the 
Accountant General to each divisional office to assist the 
Dmsional Officer m the discharge of his responsibilities 
in lespect of the accounts of the division The functions of 
the Divisional Accountant are three-fold * — 

(^) as accountant, « e , as the cominler of the accounts of 
the division in accordance with the prescribed 
rules and fioni the data furnished to him, 

as primary auditor, ^ e , as the representative of the 
Audit Department, charged with the responsibili- 
ty of applying certain preliminary checks to the 
initial accounts, vouchers, etc , 

(^n) as financial assistant, « e , as the general assistant 
and adviser to -the Divisional Officer in all 
matters relating to the accounts and budget 
estimates, di to the operation of financial rules 
generally. 

The Divisional Accountant is expected to see that the 
rules and orders in force are observed in lespect of all the 
tiansactions of the division If he considers that; any tran- 
saction or order affecting receipts or expenditure is such as 
would be challenged by the Accountant- General if the 
primary audit entrusted to the Accountant were applied by 
the former, it is his duty to bring this fact to the notice of the 
Divisional Officer with a statement of his reasons, and to 
obtain the oiders of that officer It will then be his dutv to 
comply with the orders of the Divisional Officer, but if he 
has been overruled and is not satisfied with the decision, he 
should at the same time make a brief note of the case in the 
Jdegister of Divisional Accountant’s Audit Ob 3 ections, and 
lay the register before the Divisional Officer, so that the 
latter may have an opportunity either of accepting the 
Divisional Accountant’s advice on reconsideration and order- 
ing action accordingly, or of lecording, for the information 
of the Accountant Genera], his reasons for disregarding that 
advice. 

An objection recorded in this register is not considered 
as finally disposed of until it has been reviewed by the- 
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Accountant General, The Divisional Accountant bungs 
to the Divisional Officer’s notice all instances in which 
subordinate officeis exceed the financial limitations on their 
powers placed by the Divisional Officer or a higher authority 
He may turfchei be leqmied by the Divisional Officer to 
undertake, on his behall, such other^scrutiny of the accounts 
of the receipts and disbursements of suboidinate officers 
falling within the Divisional Officer’s own powers of 
sanction, as the latter may consider 'necessary 

He IS further expected to inspect the accounts records 
of subdivisional offices so as to check a percentage of the 
initial accounts and to bung the defects to the notice of the 
Divisional Officer The results of this inspection are placed 
on record for the inspection of the Accountant General and 
the serious financial uregularities are reported at once to the 
Audit office. 

As a piimary aucfitor, the Divisional Accountant is 
responsible for examining the accounts returns of Sub- 
divisional, Officeis to see : — 

{^) that they have been received in a complete state, 

(n) that all sums receivable are duly lealised and credit- 
ed to the proper heads of account, 

(^^^) that the charges are covered by sanctions and 
appropriations and are supported by complete 
vouchers setting forth the claims and the 
acknowledgmenxs of the payees legally entitled 
to receive the sums paid, 

{iv) that all vouchers and accounts are arithmetically 
correct, 

{v) that they are in all respects properly prepaied in 
accordance with rule, 

(vi) that all charges are coiicctly classified,, those which 

are debitable to the personal account of a 
contractor, employe or other individual, oi are 
recoverable fiom him under any rule or ordei, 
being recorded as such in a prescribed account, and 

(vii) that on the basis of rates sanctioned by competent 

authorities and of facts (as to quantities of work 
done, supplies made, etc , or services rendered) 
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certified by responsil)le officeiN, the claims 
admitted for payment ai e valid and in ordei It 
IS not necessary that the Divisional Accountant 
should check personally the aritlimelical accuiacy 
of all vouchers and account^, but he is rospousi* 
ble that a cent pei cent check is excicised 
efficiently under his siipei vision 

It IS one of the functioiib of the Divisional Accountant to 
see that cxpendituie v'hich is within the competence of the 
Divisional Officei to sanction or regulaiise, is not incuried, 
as a matter of course, under the orders of subordinate dis- 
bursing officers without his knowledge 

The Divisional Accountant conducts the detailed audit of 
muster rolls, and petty vouchers Avhicli aie not submitted to 
the Audit office and ot all accounts of stores. 

He checks the works expenditure with the estimates to en- 
sure that the charges incurred aie in pursuance of { he objects 
foi which the estimate was intended to piovide. In the case 
of works estimated to cost over lls 10,000 the ex- 
pendituie is iccoided by sub-heads {i e , items of work such 
as biickwork, etc.) and the Divisional Accountant is 
responsible for checking the expenditure on each sub-head 
with the estimated quantity of work to be done, ihe sanction- 
ed rate, and the total sanctioned cost so as to bung to notice 
all deviations from the sanctioned estimate. 

215. Theprimaiy objects of the inspection of a Divisional 
office by an Audit Officer are (?) to apply a test audit to 
such accounts, vouchers, etc , as are not audited in the 
Accountant Geneial’s office or as cannot be completely check- 
ed except at a local audit, {ii) to see that the initial accounts 
fiom nhich the accounts rendeied by Divisional Officers are 
compiled, or on ivhich they are based, are properly maintain- 
ed m the iiresciibed forms, and {m) to see that the 
Divisional Accountant dischaigcs his duties satisfactorily 
and IS up to tlie mark 

To attain these objects (?) the accounts of one month are 
test audited aa ith the initial accounts, and other account 
lecords kept m the divisional office, detailed estimates and 
contiact agreements, (??) the initial accounts of cash and 
stock, the measurement books, muster lolls, detailed accounts 
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of works and other acoount records for the entire iienod 
since the last inspection are inspected and examined general- 
ly,' {hi) the accounts of one or two selected works are 
examined in detail fiom the commencement, and all tran- 
sactions are analysed, and if necessary compared with the 
details of the sanctioned estimates, and with coni.iact agree- 
ments, measnremeiit boolcs, accounts of stores, vouchers and 
othei relevant documents, the results of the Divisional 
Accountant’s inspection of sub-divisional offices, ob3eetions 
recoided in the Register of Divisional Accountant’s Audit 
Objections and geneially the lesults of Divisional Account- 
ant’s scrutiny as a p)iimary auditor aie reviewed 

In some provinces the contractors’ ledger accounts, 
accounts of rents and of stock and tools and plant are not 
submitted to the Audit office. In such cases these accounts 
are also test checked at the insjiection 

'1 he inspecting officer is expected not to confine himself 
to the audit and inspection woik referred to above He is 
required to avail himself of this opportunity of assisting the 
officers of the Public "Works Depaitment with his advice in 
matters affecting the accounts oi the financial regularity of 
transactions. He can also find scope for making valuable 
suggestions to the Accountant General in the direction of 
economy of the public money, 

216 The Audit of Public Woiks stores, viz , stock, tools 
and xilant and load metal consists mainly in seeing — * ^ 

(1) that the accounts of receipts of stores whether 

purchased or otherwise acquired and of their 
issues and balances are correctly inamtamed ; 

(2) that the articles are periodically counted and other- 

* ^ wise examined to verify the accuracy of the 

quantity balances in the books *, and 
T3) that steps aie taken to dispose of unserviceable and 
surplus stores. 

The detailed check in respect of (1) is left to the Divi- 
sional Accountant The accounts of materials borne on 
stock are scrutinised further to see — 

(1) that the balance in hand does not exceed the maxi- 
mum limit prescribed by Government and is not 
in excess of requirements for a _ reasonable period . 
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(2) that tile mateiials aie pi iced Mitli leasonalile 

accuracy, and the lates are reviewed from, time 
to time and levised vheii necessary , and 

(3) that the lialf-yearly balance ol stock mateiials 

n oiks up to the value balances as per accounts 
cit leaso 11 able rates which should te v.ithiii the 
market rates 

The Registers of Stock and cf Tools and Plant aie audited 
locally or in the Audit olhee, as the local Grovernment may 
presciibe In the former case the detailed check is left to 
the Divisional Accountant and test checks are applied at the 
time of annual inspection The sciutiny of the accounts of 
load metal is entrusted to the Divisional Accountant 

217 Besides the audit of OApendituie the Audit Depait- 
ment is responsible foi auditing the receipts realised by 
Public Works Ofliceis The main souices of such receipts 
are the rents of residential buildings 

In auditing these it has to be seen (1) that the standard 
rents arc coriectly determined in accordance with Puule 45 of 
the Pundainenlal Rules, (2) that the lenD lecoveiable from 
each tenant is coirectly calculated, and (3) that the rents 
due aie realised 

In exercising the first of these checks the Audit Officer 
checks the capital cost and sees that the allowance foi maui- 
tenance and repairs is accoidiiig to the scale fixed by the 
local Government and is reasonable In regard to the 
second check it has to be seen that the rent assessed is eithei 
the standard rent or 10 per cent of the occupant s emolu- 
ments, whichever is less In cases in -vhicli the 10 x^er cent 
limit has the effect of lowering the rent of the building 
appreciably below the standard rent, the Audit Officei has to 
satisfy himself that the scale of accommodation supxilied does 
not exceed that which is approxiriate to the status of the 
occupant 

In some jnovmces the accounts of rents are not submitted 
to the Audit ofllce In such cases the second and third 
checks are left to the Divisional Accoujatant, and a lest check 
IS exereisecl at the time of the annual insxiection of the 
division The first check is invariably conducted in the 
Audit office. 
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Chapter 21- 

Audit o£ Railway Receipts and Expenditure. 

218 Undei the Reforms Scheme, with the excejition of 
seme light and feeder railways and extia municipal tramways 
(item 6 (d) of pait II of schedule I to Deyolution Rules) 
railways in India as a whole are a Central subject and those 
in winch Government is financially inteiested may be 
bioadly divided into three classes — 

(«) Railways owned and worked by Government 

(&) Railways owned by Government but worked by 
comj)anies to Avhom they have been leased 

(<?) Railways' owned and ivorked by private bodies 
undei agreement with the Government of India. 

219. All receipts and expenditure of lailways shown 
under classes (a) and {b) foiin of the revenues and 
expenditure of the Goreinment of India, and aie subject to 
'the same financial and audit control as other I’evenues and 
expenditure of the cential Government. 

220 The audit of receipts and expenditure of railways 
owned and woiked by Government is peiformed by olhceis 
of the Indian Audit and Accounts Service. In the case of 
the railv'ays owned by Government but worked by com- 
panies, though the audit is governed by the same rules and 
regulations, the primary responsibility for the audit of the 
receipts and expenditure lests uuth the Audit Officeis of the 
companies, and a supei vising audit is peiformed by officers 
of the Indian Audit and Accounts Service on behalf of the 
Auditoi Geneial to the extent described in paragraphs 273 — 
276 

A — JS.vjjenditiive on GonstrvGhon of'neio rmlioays 

221 All pioposals for expenditure on the construction of 
ueiT railways ai e submitted lor the sanction of competent 
authoiity supported by detailed estimates, and ordinal ily 
sanction is not accorded till such estimate is leceived and 
considered 
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222 The constiiicfcion estimate for a new lailway, after it 
has received the sanction of Government, becomes the 
authority of rhe Audit Officer to pass expenditure on the 
pio]ect up to the amounts sanctioned under tlip seveial heads 
and sub-heads of the estimate, and it is his duty to bring to 
the notice of the Engineer-in-Cliief, or other administrative 
officer in charge ot the work, the^ fact that the provision 
under any head or sub-head is being "or is likely to be exceed- 
ed immediately this becomes apparent Eor this purpose lie 
keeps a legistei in which is lecorded fiom month to month 
the expenditure actually incurred against the sanctioned 
provision under each head and sub-head. 

223 The Engineer-in-Chief has power, subject to certain 
limitations, to transfei anticipated savings under certain 
heads to meet piobable excesses under otheis. If any 
excesses occur which cannot be regulaiised by the Engineer- 
in-Chief, 01 if the Engineer-in-Ohief is satisfied that there is 
reasonable xnobability of such excesses occuiimg, a reference 
must immediately be made to the Railway Board, accom- 
panied if necessary by a revised estimate, with a full ex- 
planation of tbe causes wJnch have led to the excess 

224 It IS important that this should be done as promptly 
as possible, as the excess may require the sanction of the 
Secretary of State, and any delay in obtaining this might 
result in the stoppage of work and consequent loss to 
Government, or in the Secietaiy of State’s sanction being 
anticipated, a course to which he, as the supreme authority 
in whom is vested by statute the control over all expendi- 
tuie, IS much opposed except in cases of leal emergency. 

226 In addition to the control exercised over the total 
construction expenditure on a railway by means of the 
constiuction estimate, there is the further control to be 
exercised over the expenditure in any year with reference to 
the budget giant foi the year As in the case of central 
expenditure generally, section QlA of the Government of 
India Act which provides for control by the Indian Legisla- 
ture over such expendituie applies A giant for the year 
for capital expenditure on all railv^ays is allotted to the 
Railway Board which distributes it among the several Rail- 
way Administrations. 
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226 The total giant for constiiiction expeuditnie on a Distnbnfcion 
railway is divided into two parts — SeSm 

(а) the giant for expendituie m India, Eneriandand 

( б ) tlie giant foi expenditure in England 

The latter grant is liypothecated to meet the expenditure 
to be incurred m England by the Secietaiy ot State, the 


High Commissioner for India, or the Home Boards of Indian 
Hallway Companies, on the purchase of stores, for nhicli 
indents have previously been sent forward, oi are likely to 


be sent forvard during the year It is necessary to control 
strictly transfers between the English and the Indian grants 


because of the effect <^11011 transfers have on the cash balances 


available in England and 111 India Consequently transfers 
between these grants cannot be made without reference to 
the Government of India, or, if they exceed a certain figure, 
to the Secretary of State 


227 In the past there were serious lapses on the grants Over-Certi- 
foi total Capital expenditure on railways, mainly due 
to the difficulty experienced in obtaining the full amount 
of the stores ordered from England within the period 
for which the funds have been provided That 'period is, of 
course, the financial year at the close ot which all giants 
lapse With a view to obviating this difficulty the Secretary 
of State has approved a system of “Over-Certification” of 
funds under which indents for stores mav be sent forward up 
to a certain money limit, to be approved by him every year, 
m excess of the sanctioned English grant for the year, 
on the assumption that a proportion of the total 
indents sent forward will not be complied with during the 
year. The amount of such uncomplied-with indents is 
thrown forward to the following year and so becomes a first 
liability against Ihe grant for that year. 


228 . As a further means of ensuring that tlie grant of a 
year is fully spent, the Baiiway Board is empowered to 
authorise the transmission two years ahead of indents for 
lolling stock, girders, and other stores which owing to their 
nature cannot be obtained liom manufacturers for some con- 
siderable time after the orders have been placed , provided 
that the total amount of such advance indents does not 
exceed £0 millions in any one year 
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229 TJiere are two main objects m the close watch over 
expeaditiire against grant under the Oajntal account, namely 
to ensure on the one hand that the total grant for all rail- 
ways shall not be exceeded, and on the other to minimise the 
lapses on the grants of all the lailways combined 

230 The Audit Officer accordingly should see that the 
grant allotted to the railway is not exceeded, and should assist 
the Agent and the Heads of Departments in the matter by 
issuing warnings to them as soon as the records show that 
there is a possibility of an excess over the sanctioned grant, 
or that portion of it entrusted foi expenditure to the Head of 
the Department concerned. He should also bring to the 
notice of the administration the likelihood of any portion of 
the grant not being spent during the year, in order that the 
amount no longer req^uiied may be definitely suivendered to 
Government to be placed at the disposal of some other rail- 
way which is in uigent need of additional funds 

231 The means by which this object will be attained are 
a frequent and critical examination of — 

{a) The results brought out in the monthly statement 
known as Dorm D, which indicates as accurately 
as possible the progressive expenditure to date 
and the probable requirements. 

(&) The progress of expenditure in England against 
indents sent forward vf or compliance. 

The responsibility foi keeping the expendituie within 
the grant rests, however, with the authority administering 
the grant and not with the Audit Department. 

232. The expenditure brought to account by a Divisional 
Officer of a railway under construction is audited on lines 
which approximate very closely to those which have been 
indicated in Chapter 20 above in respect of expenditure 
brought to account in an ordinary Public Works division. - 

H . — Audit of ecupe.iditui'e on open lines 

233. As in the case of lines under construction, before 
any payment can be made, the work in respect of which the 
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claim IS put foiwaid must have been sanctioned hy com- 
petent authoiity, and funds must exist ' in the budget 
estimates of the year to cover the charge 

231 Ex|)enditure on new works and improvements on 
open lines chargeable to capital is incuned against the 
construction estimates of works the cost of which amounts to 
Bs 18 lakhs and over in each case and against ordinary 
detailed estimates foi works costing less than Us. 18 lakhs 
each. A lump sum budget giant dividbd into grant foi 
expenditure in India and grant for expenditure in England 
is allotted to each Uailway Administration to meet the 
capital expendituie during the financial year on all the 
woiks, and appropriation audit is peifoimed^in accordance 
with the principles described in paragraphs 229-231 

236 As regards ordinary revenue expenditure, from the 
total sum voted by the Legislative Assembly foi expenditure 
on all the railways duiing the financial year, a budget 
grant is allotted by the Eailway 'Board to each Railway 
Administration to covei outlay of all description during the 
year against which the Agent is competent to authorise all 
outlay subject to the condition that specific sanction of 
competent authority must be separately obtained to items of 
expenditure on establishment or on works where under rules 
shch sanctions are necessary The fact of a charge which 
lequiies a special sanction having been included and passed 
in a budget is no authority for its jiayment 

236. The main cause of difference between the system 
of accounting for expenditure on open lines of railway and 
for all other forms of Public Woiks expendituie is that 
departmental officers have no concern with actual payment, 
which is done in the Audit office after "pre-audit of the bills. 
Thus the duties of departmental officers on open lines 
are as a lule confined to seeing that claims aie coriectly 
prepared both as to quantity and quality of work done, 
that proper records are kept of the initial transactions, and 
that bills are punctually submitted-to the Chief Auditor for 
audit and payment 

237 The bills received from departmental officers, con- 
sisting of bills for pay and allowances, muster rolls, and 
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conliact certificates (or bills), for payments to staff, laboiireis, 
contractors, etc , are subjected to audit in_mnch. the same 
manner as such bills leceived from other depaitments are 
audited / 

238 Theie is a modified form of audit of lailway estab- 
lishment bills, but the diffeience is not sufficiently 
important to warrant detailed explanation 

239. Befoie submission to audit, the bills, so far as they 
relate to Bevenue charges, are posted into departmental 
allocation registeis, and so far as they i elate to Capital 
expenditure, into the detailed works registers maintained 
in district engmeeiing offices. The object of these registers 
IS to keep Heads of Departments infoimed of the progress of 
expenditure agaim^ the estimates and grants, and they are 
required to be sent to Audit once a month for reconciliation 
with the corresponding allocation and works legisteis main- 
tained in the Audit office, which are posted fiom the audited 
bills. 

Worksiiop Wolkshop expenditure is recorded under suspense 

expenditure, heads of the Capital account which is relieved only when 
actual issues ai‘e made to Cajntal and Revenue woiks and 
services The primary business of the workshops is to 
manufacture articles for the Locomotive, Carriage and 
Wagon and other .departments of the Railway No Profit 
and Loss account is kejit, but the actual expendituie on 
manufacture, so far as this can be gauged, is transferred to 
the accounts of the consuming department concerned Here 
the essential functions of audit are to ensure the coiiect 
calculation of the cost of each job, so far as this is possible 
without undue expense, and to watch the lecovery of this 
cost from the department oi person for whom the work is 
done 

241 Provision if or expendituie on workshop labour is 
made in the annual budget and it is the duty of Audit to see 
that the expenditure is kept within the apxn’opiiation 

242 All work done in a workshop except ordinary 
maintenance and lepaiis must be cairied out against a 
duly sanctioned estimate such as is requued in the case of 
engineering Capital and Revenue works. The estimates are. 
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of course, ticated purely as estimates, the actual cost of the 
work being chaiged to the departments Concerned When 
work IS undertaken for piivate parties the amount of the 
estimate must be deposited before the work is taken m hand. 
Estimates foi petty 3ohs are not necessary within certain 
limits fixed by the Agent 

21'3 Woiksliop expendituie falls under two heads — 

(a) Cash outlay 

(Z() Stoies drawn fiom stock to be used uxi in the 
piocess of manufacture 

244 Eveiy lequisition for work is accompanied by a 
Workshop Order, so that tlie first essential account foim is 
the maintenance of an “ Ordei Book” showing woik undei- 
taken, the tune taken in the completion of the job, and 
what the ]ob has cost. The registei is not submitted to the 
Audit office, and should, therefore, be scrutinized on the 
occasion of each periodical inspection by an Audit Officei 

245 Cash outlay consists of payments foi labour only, 
the initial accounts of which compiiso a daily muster roll, 
an allocated abstract of labour, and a legister of unpaid 
wages. The muster rolls oi laboui pay-sheets are submitted 
to Audit toi payment, and the amounts due are carried into 
the allocated abstract of labour uhich shows the total daily 
expendituie against each particulai 30b The stores con- 
sumed in the piocess of manufacture are in a similar manner 
earned into an allocated abstiact of stores used on each 
particular woik 

246 The charges against each 30b are collected togetlier 
in what aie known as Outturn Statements 

247. In addition to the direct charges for labour and 
stores, there are certain items of expenditure of a geneial 
natuie, known as “geneial charges” such as wages of 
mechanics, appi entices, mistiies, bhisties, sweepers, gate- 
keepeis, etc , which cannot be directly allocated to any 
paiticular 30b Expenditure of this nature is distiibuied 
propoitionately oyei the seyeial works entered in the Outturn 
Statement 

' 248 These statements are then “accepted” by the 
departments of the railway, or priyate parties, as the case 


L 
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may be, and tbe value of the work done is credited to 
“Worlvshop Suspense’’ on the authority of such acceptances. 

249 Audit bas no means of verifying directly the cost of 
each work. It has to accej)! the distribution of the vaiious 
chaiges over the various works vouched for by the executive 
and accepted by the persons for whom the woik is done It 
is able to exeicise, however, a certain check on the total 
chaiges for lahoui and stores thiough the monthly workshop 
Account Cm lent 

250 The balance of this AccounhCuirent represents the 
cash and stores expended on lobs awaiting adjustment This 
balance must be analysed and full details posted in a register 
to facilitate a legular and systematic clearance of the 
“ Workshop Suspense ” Account. The proof of the balance 
must be complete at the end of each year and a certificate 
to this effect given in the Finance Accounts. 

251. The audit of recoveries is comparatively simple as 
the vast majority of these are from other departments and 
the recovery in such a case is made by book adjustment in 
the Audit office. The rule of prepayment for work done 
for private persons simphfies the audit of cash recoveries 

/ 

C —Audit of Hallway Heaeipts. 

252 The revenue of railways is earned almost wffiolly 
from the transport of passengers and merchandise and is 
realised through the agency of booking and goods clerks 
employed at stations where the initial transactions are 
brought to account 

253 The rates and fares in accordance with which traffic 
IS accejited have to be ke|)t within certain maxima and 
minima fixed by Government 

254 In return for payments received, railways issue 
tickets or vouchers, differing in form according to the des- 
cription of traffic earned, which entitle the holders to the 
services of the railway for the conveyance of passengers or 
goods. These vouchers form the basis of the railway accounts 
of receipts Only one payment is made even if the services 
of moie than one railway are utilised. 
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255 The esseatial duty of Audit lu this matter is simple. 

It has to see — 

(1) that the person to whom the service is rendered 

pays the proper amount . 

(2) that the railway servants leceiving payment cor- 

rectly account for the same 

(3) that, if more than one railway renders the service 

the receipt is proxieily distributed between them. 

256 In the case of passenger traffic the first duty is Check that 
facilitated by having the fare printed on the ticket in most is 
cases In the Audit office a ceitain percentage of the paid, 
amounts enteied on the blank tickets nnd on the goods 
vouchers are. checked It is further necessary, however, to 
ensure that no passenger tiavels without a ticket, that he 

does nottiavel in a carnage of a class highei than that for 
which he has paid, and that no goods are allowed to be 
lemoved fiom the rail vvay until then carnage has been paid 
for. These have to be checked by travelling ticket inspec- 
tors and by officers inspecting staiions The former on some 
lines are under Audit, on others they are under the Traffic 
Department of the fiailway. 

267. The second duty above-mentioned is performed by 
an elaborate system of accountmg receiving 

In the first place the tickets supplied to stations by the coriectiy 
Audit office are, as a precaution against fiaud, machine- 
numbeied in piogressive series. The station master or book- ^ 
ing cleik is held personally responsible for the stock of 
tickets in his custody and all missing numbers which cannot 
he properly accounted for are ]ilaced to his debit 

The most important original record at a station is the 
Trains Cash Book from which all othei returns are com- 
piled. 

268 Tickets issued by station masters are paid for at 
the time of issue either m cash or by credit note 

The amount so collected is entered, train by train in the 
daily cash book of the station, the receipts being classified 
under the vaiious descriptions of coaching traffic. 

L 3 
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On the depaifcure of each tiain the hooking clerk balances 
the cash hook and compares the balance with the looney in 
the till 

The casn is then placed in the safe, as receipts from each 
tram must not be retained in the till af tei the cash has been 
checked with the Tiains Cash Book. 

259 The entire collections of the day, represented by com, 
cheques, currency notes, etc , must be sent to the Cashier of 
the railway by the first tram passing the station in which a 
travelling cash safe may be conveyed after the day’s work is 
finished, and no balance of cash may be retained by a station 
master without special orders 

The money is sent imder cover of a remittance note and 
the Cashier’s acknowledgment is recorded with the station 
counterfoil of the remittance note 

260 In addition to the “ Trams Cash Book” a ‘ Parcels 
Inwards ” book is kept up to record all parcels received at a 
station for delivery whether the parceh are ‘‘ Paid ” or “ To 
Pay ” The receiving station is responsible for the recovery 
of all undercharges on parcels before delivery and the entry 
of the recoveries in the Cash and Parcels Inwards books 

261 The principal coaching returns submitted to Audit 
are— 

(1) Classification of Passengers 

(2) Balance sheet. 

Monthly classzjiGaUon of passengers — This letinn shows 
the receipts of the month on account of passenger fares- 
collected. It is checked with the collected tickets sent to- 
Audit, the mam object being to see that all tickets have been 
properly accounted for The check is made by comparing 
the opening numbers of the current month’s return with the 
closing numbers of the previous month’s return The highest 
numbei of each class of tickets issued is then obtained from 
the collected tickets, and the difference between the opening 
numbers and the highest numbers represents the numbei of 
tickets to be accounted for by the station. 

262 The Coaching Balance Sheet enables a watch to be 
kept over the prompt realisation of outstandings The debits 
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consist of the totals of the various returns submitted bythe 
station, and the credits of the cash sent to the Cashier The 
balance represents the amount of outstandings to be collected 
by the station, such as freight and demuriage charges on 
undelivered parcels, etc All eriors disco veied in checking, 

:and the coirect balance, aie intimated to the Station Master 
nnd the next balance sheet of the station has to open with 
the “ audited ’ ’ or correct balance 

263 Although the form used and returns prepaied in Check that 
accounting for goods receipts may differ from those used for 
■coaching, the principles remain the same The money col- propel share, 
looted foi freight is entered in the Goods Cash Book. Goods 

-aie despatched under “ Invoices ” and the station is required 
to keep up “ Goods Outwards and Inwards books in which 
lull particulars of invoices are entered Piom these primary 
books returns are prepared and submitted to Audit togetiier 
with the monthly Balance Sheet.” The piinciples to be 
observed in checking Way-bills, Parcels Betuins and the 
Coaching Balance Sheet apply equally to the checking of In- 
voices, Goods Returns and the Goods Balance Sheet 

264 Dimnon Sheets . — With reference to clause (3) Goods Traffic, 
of paragraph 255 above the earnings from traffic of every 

kind carried over two or more lines are divisible between 
those lines, though only one actually receives the cash. In 
this division, as a general rule each railway is to receive the 
amount it would have received had the traffic been earned 
only over the portion of its own line traversed. Any excep- 
tion to this rule is a matter of jii’ivate agreement between 
railways, and will find a place in their resjiective working 
agreements The division is made on what are known as 
“ Division Sheets ” exchanged between Railway Audit offices, 
and is based on the following j^rinciples : — 

(j) that each railway can les out the ad 3 ustments 01 in 
other words clears the accounts of such traffic with 
each other railway over which the traffic was 
earned ; ^ 

(^^-) that on the f 01 warding railway devolves the ad]ust- 
ment of all coaching traffic except Parcels ; and 
{^^l) that the adjustment of Parcels and Goods traffic 
devolves on the receiving railway 
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265. The division sheets compiise — 

(t) Statements showing the proportions due to Foreign 
Mailuuays" only, on account ot foiwaided tiafiic in 
passengers, luggage, horses, carriages and dogs 
Statements showing the propoitions due both to 
Some and Foreign Mailwnys\ on account of 
received goods and parcels tialBc “ Paid ” and 
To pay ” 

The original way bills and invoices have to be attached ^ 
to the division sheets in support of the entries 
appearing therein. 

266 Audit of Fimston Sheets — The audit of division 
sheets and their supporting documents is perfoimed on the 
principles of what is commonly known as the dealing 
Association Scheme undei which no two railways should check 
the same document relating to tin ough trathc between the 
same two railways The object of the scheme is to reduce work 
in Bailway ^udit offices by the abolition of a double check 
of the traffic accounts interchanged by railways, and this 
is attained by the careful audit by the foi warding railway 
of the through traffic accounts prepared by it and the 
substitution by the receiving office of a test audit for a 
complete audit 

267 The Traffic Book brings together the whole of the 
traffic earnings of a railway both local and foreign under 
the several prescribed heads of the home line stations, with 
the various debits and credits of each, and also records the 
progress of adjustment of through traffic transactions ivith 
foreign lines 

268 The Traffic Book is kept in two parts The items 
comprised m the first pait, representing amounts for the 
realisation of which the home line is lesjionsible, arc — 

{a) The entire local coaching and goods traffic 

(6) Outwards “ Paid,” and inwards “ To Pay,” foreign 
traffic 


* The Home RaxUvny is the railwaj preparing the division sheet in question. 
J The Forex gn Eaxlxvag is that to which the dii ision sheet is sent 
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The postings in. the fiist part are made fiom the station 
balance sheets 

The second pait relates solely to foreign trafiBc for the 
realization of which foieign railways are responsible 

The items comprise — 

{a) Iforeign outwaids To Pay ” and inwards Paid ’* 
traffic in paicels and goods. 

(Z)) Foreign inwaids coaching tiaflSc under passengeis, 

InggagCj horses, carnages and dogs 

The second portion exhibits the apportionments on ac- 
count of the above traffic to the home line, and the deblt^ 
and credits to the foreign Imes. The entries for part II aie 
taken from the division sheets. Prom the Traffic Book the 
figures of receipts nuder the prescribed heads of account are 
earned into the Journal, and finally into the General Books 
of the Eailwav 

t! 

269, The check exercised by the Audit office is necessarily Travelling 
limited to an examination and comparison of the leturns, iTronnis* ° 
etc , sent in by stations In order to exercise a check over 
the initial accounts at stations which do not come under the 
scrutiny of Audit a special staff of Audit Inspectois is main- 
tained. These Inspectois are constantly moving along the 
line and are reqmi ed to devote their attention to seeing that 
the hooks and records are kept in a proper manner, that ithe^ 
cash airangements are in ordei, and that inegularities taken 
up aie piomptly attended to. 

J ). — Aud%t hy Government Examiners over acconnts main- 
tained hy Companies working railways for Government 

270 The first i ail ways built in India weie constructed 
and worked by Companies under a firm guarantee from the 
Secretary of State ot 6 pei cent on the Capital and a fixed 
rate of exchange In letuin he w'as to take a half share in 
the surplus j)iofits. 

271 The guaranteed inteiest and late of exchange ' 
resulted in considerable losses to Government. Advantage 
was accordingly taken of the provisions of the contracts 
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Tinder whicli these lines conld be purchased, eithei \)y cash 
payment or by means of annuities terminable after a number 
of years, and all such railways are now the property of the 
State Some of tbe purchased lines (poitions of the North 
Western, Oudh and itohilkhand, and Eastern Bengal Rail- 
ways) are being worked by direct State agency , while the 
management of the others (Bast Indian, Great Indian 
Peninsula, Bombay-Baioda and Central India, Madias and 
Southern Maliratta, and South Indian Railways) lias been 
entrusted to working Companies constituted under contracts 
the conditions of which aiemuch more favomableto Govern- 
ment than those entered into with the earlier Companies The 
position of Government with respect to these Companies is 
that Government are the owners and lessors of the lines, and 
the Companies are the woiking agents oi lessees 

Existing 272 The broad featuies of the contracts entered into 

contracta Companies are — 

(1) That the Company shall have a small amount of 

share capital in the concern, on which interest 
at rates varying fiom 2 to per cent is guaran- 
teed by the Secretary of State out of the revenues 
of India 

(2) That the Company shall receive a share of the 

surplus profits earned by the Piailw^ay after meet- 
ing all payments for interest on the Capital at 
charge, such shai e being based either on some 
fixed proportion or on the amount of Capital 
contributed by Government and the Company, 
respectively , 

(3) That all sterling transactions shall be taken to 

account in lupees at the monthly average rate of 
exchange In the case of the East Indian Rail- 
way Company, the rate is fixed in the contract at 
Is. Sd, to the rupee 

(I) That the Company shall keep the undertaking, 
its rolling stock, etc , in thorough repair, and in 
good wmrking condition, to the satisfaction of the 
Secietary of State 
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(5) That on the determination of the contmct Govern- 
ment will repay to the working Company the 
amount of its share caihtal at par. 

273. These conditions govern the nature of the control Pointe on 
to be exeicised by Government over the operations of such Government 
Companies. The Government, in addition to their interest Jave^to 

in the correct division of profits, are concerned to see that interests 
the jiroperty, of which they aie the owners, is kept in good 
condition and repaii, and that all fresh capital put into the 
line IS profitably and economically spent. The^ Compames, 
on the other hand, are concerned merely in making the most 
of the 1 ail way as a dividend earning investment during the 
limited period of theii tenure. 

274. A close cheek and supervision is accordingly le- 
qnired on behalf of Government in the following direc- 
tions — 

(1) To ensure the propei upkeep aud maintenance 

of the raiiway, so that, on determination of the 
contract, it may he handed back m as good con- 
dition as when it was made over to the Company 

(2) To examine all proposals foi fiesh expendituie of 

capital and check any tendency to extravagance 
in that diiection 

(3) To watch the proper application of fui ds to Capital 

purposes for imjjrovements, and to Revenue pur- 
poses foi upkeep and maintenance, 

(4) To verify the coiiecfcness of accounts and of the 

division of jirofits 

275. The first of these checks is exercised through the 
Government Inspector, whose duty it is to carry out a period- 
ical inspection of the permanent way, works, rolJinj^ stock, 
etc , and to certify at the close of each half year that the 
iindei taking has been kept in thorough repair, and in good 
working condition Such an inspection is primaiiiy requir- 
ed m the interests of the public safety under the Railways 
Act, but the certificate then given also serves the purpose of 
the clauses in the contracts relative to the maintenance and 
upkeep of the undertaking 
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The second check is exeicised thionghthe examination of 
estimates which, in the case of all hnt the smaller works not 
exceeding E.s 1,00,000 m cost, are requiipd to be submitted 
for the sanction of GoYernment 

The third and fourth checks are exercised primarily by 
the Government Examiners of Accounts attached to the 
offices of the various railways woiked by Companies 

276 Thus the aud''t at piesent exercised by Government 
h’xamineis is in those directions m which the interests of 
Government and of "the Companies aie divergent, and chiefly 
in legard to the correct allocation of expendituie between 
Capital and Eevenue, on which too much stress cannot be 
laid, since improper loading of the cajiital account means 
that the Company gets an advantage on the Revenue side at 
the expense of a permanent buiden cast upon Government, 
Again, it sometimes happens that there may lie a conflict of 
opinion between the Government Examinei and the Com- 
pany’s officeis as to the interpretation of some clause m the 
contract which is obscuiely woided. In all these matteis 
he IS the immediate lepresentative of Government, who have 
to rely largely upon him for the due safeguaiding of their 
mteiests Thus his task is a veiy lesponsible one 

277 .The preceding remarks i elate to Companies working 
State 1 ail ways on behalf ot Goveinment Another class ot 
Company ot'more modern growth, the development of which 
IS rapidly piogressiiig, is the Bianch Line Company, the 
tiansactions of which do not pass through the Goveinment 
accounts at all, and in which Government are only indirectly 
inteiested to the extent of the guarantee of interest on 
lebate, a shaie in the surplus profits, and as being able to 
pui chase the line on expiry of the peiiod foi which the 
contract is to run 

Such Companies aie foimed for the construction of small 
branches or feeders to an existing system, by which they aie 
usually worked, the lines being the property of the Com- 
panies which build them 

278 The principal advantage fiomthe Government point 
of view of the construction of raihvays undei Bianch Line 
terms is that the financing of such lines falls outside the 
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Government piogramme of i ail way eonstrnction, thus 
enabling the funds available in any year to be entirely 
devoted to extensions on a larger scale of the existing railway 
systems owned by Government, oi in carrying out the 
necessaiy additions or improvements to open lines 

279 The audit contiol exercised by Government over the Audit 
transactions of these Branch Line Companies is not so strin- control 
gent as over the large Companies woikmg State i ail ways 
Thus only a periodical test audit is made of the accounts of 
the Companies, which aie countersigned by a Government 
Examiner of Accounts in the oidmaiy way. Estimates for 
all Capital expenditure are required, however, to be submitted 
foi sanction by Government, in view of the Government’s 
eventual interests in the purchase price of the line, and such 
estimates aie dealt with in the same way as the estimates of 
the laiger Companies woikmg State Railways 
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Essentnl 
points o£ 
Stores 
Audit. 


280 The audit of stores accounts of State Eailways on 
behalf of the Auditor Geneial is jirovided for in clause [ii) 
of Rule 12 of the Rules framed by the Secretary of State in 
Council under Section 96-D(l) of the Government of India 
Act. 

281. Whenevei valuables have to be retained for any 
time in the custodv ot Government servants, stores accounts 
have to be maintained. The essential points of such account 
are simple The diflaculties arise fiorn the very large numbers 
of articles kept in a large stoie yard, and from the need of 
simplifying the procedure without lessening the efficiency of 
check 

282 A Store Account is a record of all articles brought 
into, and sent out of, stoie, and the essential points to check 
aie — 

(1) That every article xmrchased or othei vise obtained 

for store is entered as a receipt in the store 
account. 

(2) That the store-keeper holds a jiioper quittance for 

every aitiele shown in the store account as 
ibsued 

(3) That the store-keeper can produce the articles 

shown in the store accounts as the balance in 
his possession 

283. The sellers of aiticles purchased foi store may be 
relied upon to obtain payment from Government, and such a 
payment must appear as expendituie in some Government 
account In the same way, if an article brought into stoie 
has been obtained from some other Government depaitment 
and that depaitment has obtained its quittance from tlie 
store-keepei, the tiansaction must appear in the departmental 
account and also in the cash accounts of the Store Depait- 
ment Thus, for every article brought into store there must 
be a debit in a Government aecount, and check (1) is exer- 
cised by tracing for every such debit an entiy of the receipt 
of an article in the numerical stoie accounts. 
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-284 Other points which have to be watched in audit in 
connection with purchases of stoies aie , — 

(«) That the rates paid agree with those shown in any 
contract oi agreement that may have been enter- 
ed into for the supply of the stores 

(5) That theie is jnopei sanction for the purchase. 

(&) involves the application of elaborate rules which the- 
Seoietary of State has sanctioned determining the classes of 
stores which may be pui chased in India These rules, it 
may be noted, are not applicable to Companies which work 
State Railways They are fiee agents as legaids purchase of 
stores. The Stores Pui chase Committee have however 
recommended to Government in paragraph 222 of their 
Repoit that when new working contracts aie framed, oppor- 
tunity should be taken to require the Railway Companies 
working State Railways to conform to the State Railway 
system and proceduie, 

285 Check (2) is two-fold . it is a comparison of the 
receipts of the persons to whom the stores have been issued 
with the entiles of issues it is also a check to ensure that 
the persons to whom the stoies have been issued aie authoi- 
ised to obtain those stores. Such authority is to be found in 
departmental oideis. 

286. Check (3) is carried out by counting the numbeis- 
of each article in store and comparing the result with the 
account A Collector counts his cash and his balls of opium 
in the treasury every month , he verifies his stamps once 
every six months. Similar verification occurs whenever 
theie IS a change of officers The verification of stock in a 
laige 1 ail way store yaid is a big business, which is earned out 
by a peimanent establishment of stock verifiers always at 
work An important point to remember here is that the 
verification must take place m the presence of the officer 
immediately lesponsible for the custody of the valuables. 

287. Very valuable work can be done by Audit in connec- 
tion with stores. The value of the stores on the Government 
railways in India is about 16 crores of rupees, so that 
Government has had tobonow this sum of money in ordei to 
obtain these stores, and has to pay interest on this sum. 


Stores a lock- 
up of capital 
therefore to 
be kept a& 
low as 
possible 
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Thus stores repiesent a lock-up of capital, which is always 
unjustifiable unless essential It is, of couise, essential to 
haye always ayailable for iminecliate use large quantities of 
railway stoies , but the exact amount that has to be consi- 
dered essential is always a matter for discussion, for depart- 
mental ofiicers usually de‘'ire to have such an accumulation of 
stores that every possible eventuality can be met. 

Again stores for which no use can be found ought to be 
sold before then value deteiiorates 

288. The Chief Auditor of each State railway writes an 
annual report on stoic balances in ivliich he mentions any 
stores which, in his opinion ought to be sold or otherwise 
disposed of, and any indents which he considers to liave been 
in excess of requirements, and comments on the inciease or 
decrease duiing the year in the balances and any need for 
fiiither 1 eduction 

289 A detailed descniition of the indent, by which an 
officer obtains stores from the yard, of the receipt lie gives 
therefor, and of the lodgers m which the tiausactions aie 
recorded, would be out of place in this manual I must 
mention, however, that two sets of ledgers aie maintained on 
railways — numerical card ledgers in the store yards, in 
which ti an sactions aie recorded in numbers only, and value 
ledgers in the account office, in which transactions are record; 
ed both in numbers and in values These ledgeis have to 
be periodically checked and leconciled. 

290, The receipts into stores are priced from the bills 
or invoices while the issues from stores are priced from the 
published price lists of the Stores Department The puce 
entered therein for any article is always based on the average 
price of that article as shown on the receipt side of the 
priced ledger But that average price— otherwise called the 
“ Book Bate ” — will vary with every fluctuation in purchase 
puce, and it is impossible to revise the published price list 
according to eveiy fluctuation of the “Book Bate” The 
price list, however, ought to be revised whenever the vaiiation 
in price is serious. 

291 Stores are required, almost entirely, for railways for 
which Capital and Bevenue accounts aie maintained. It is 
often impossible to say whether the cost of the work for 
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Tphicli certain stoies aie requiied will eventually be debited 
to Capital or to Revenue or to both , so all initial expenditure 
on tbe purchase of stoies is debited to Capital Whenevei, 
then, stoies are issued to a work the expenditure on which 
IS being debited, in the first instance or finally, to Revenue, 
the value of such stores has to be ci edited to the Capital and 
debited to the Revenue account The value of these ad 3 ust- 
ments between Capital and Revenue is enormous; thus on 
the North Western Railway in 1912-3 3 it amounted to nearly 
crores of rupees It is important, then, that these ad3ust- 
ments should be recorded promptly and accurately in the 
accounts. Unfortunately, this lule is not always followed ; 
the budget system tends to induce a desiie to n.ake the 
actual lesults of the yeai conform as closely as possible to 
the grant, and the accounting foi these adjustments has 
sometimes been manipulated in Older to woik for this end 
The general principle, of course, is plain The accounts 
should show the transfer from Capital to Revenue as having 
been effected on the date on u hich the material n as used for 
Revenue purposes and any departure from this pnnciple 
violates the fundamental lule of all accounts that they are to 
be a statistical presentation of fact 

292 The evils of such manipulation were recognised, 
and oiders on the sub 3 ect have been issued to all Railway 
Administrations as follows . 

Fermaneut-way and Oilier Eng^mer^llg Materials 

{i) The debit to Revenue in the books ot the Railway for 
any month should be the cost of the materials actually placed 
in the line or used on Avoiks_p?ws all chaiges for laboui. 

(«») Adjustments on account of credits to Revenue for the 
value of meteiials taken out of the line or released from 
works should be made when the stores are actually brought 
on to the Imprest or “ Materials at site ” Account, or when 
they are taken over by the store-keepei and brought on to 
the stoies books 

Worhshop Expenditure 

(III) All expenditure incurred during a month on main- 
tenance and renewals of locomotive engines and machineiy, 
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and repairs and renewals of Tehicles, should be charged off 
to final heads of the E.evenue Account for that month, even 
though the job should not be complete 

{^v) Expenditure on important Capital Woiks for the 
Locomotive or Carnage and Wagon Departments, such as 
the construction or the erection of rolling stock or of plant, 
should be charged off monthly against final heads of account 
Expenditure on less important Capital Woiks {biz, works 
estimated to costless than Rs 5,000') foi the Locomotive or 
Oairiage and Wagon Departments, and on works both Capital 
and Revenue for other departments of the home line, wRich, 
as a rule aie of a tiifling charactei, need not be charged off 
till completion of the wmik. 


Adjustments between Capital and Heoemie of expenditure 

on mixed loorhs. 

{v) All expenditure, specifically pro voided for in an 
estimate for mixed Capital and Revenue Works as chaigeable 
sepaiately to Capiral or to Revenue, should be adjusted to 
such accounts as incurred. 

(vi) Expendituie wRich is chargeable to Capital and 
Revenue in certain fixed proportions, e.ff , renewals of 
vehicles chargeable on the floor area basis, or renewals of 
permanent-way chargeable on the weight of material, should 
lie proportionately debited monthly betw'cen Capital and 
Revenue 

jVote 1 — In cases wheie the chaige to Capital on the piopoitionate 
basis IS limited to the diffeicnce in cost, a shaie of the 
monthly expendituie calculated in the propoition uhich 
the capital shaie of the cost beais to the entire cost should 
be debited to capital 

Xote 2 , — In the case of woiks estimated to cost not moie than 
Rs 25,000, the debit to Revenue of its shaie of the cost 
of the woik may at the disci etion of the Agent he defeiied 
till completion of the woik 

{vii) The write-back to Revenue of the original cost of 
works dismantled and replaced should be made not later than 
the date of completion of the new work 


*A£ents xnnj, at their discretion, fix a lowei liinit 
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{viu) I’ictitious adjustments sliculd never, under any 
circumstances, be made for the purpose of utilising or -work- 
ing up to giants. 

— In exceptional cases, debits to Revenue in tbe accounts of 
a yeai foi value of mateiials which have bee npaid foi, 
hut have not ariived in India in that year may be allowed 
by the Railway Board 
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Chapter 23- 

Special features of Posts and Telegraph Audit. 

293 Much of the expenditure in these dcpaitments is on 
account of pay and allowances, contingencies and works, and 
the audit piocedure desciibed in the lelcvant chapters above 
applies to such expenditure lu these departments also 

291 A brief lefeience is necessary to the audit of receipts 
and of Money Older, Cash Geitificatc and Sayings Bank 
transactions. 

296 The stamps affixed to letters, parcels, messages, etc , 
represent 7 0 per cent of the revenue of the Post and Tele- 
graph Offices. Stamps aie sold at the civil tieasuiies, either 
diiect to the public or to vendors, and the necessary credits 
are afforded to the departments through the civil accounts. 
The duty of the depaitmental officers is confined, theiefoie, 
to seeing that stamps of the proper value are affixed to letters, 
parcels or telegrams and that all stamps aie propeily defaced 
with date stamps so that they may not be available for use 
again In the case of the Telegraph Department, however, 
the Check Office at Calcutta undei takes a test audit of the 
messages transmitted throughout India, with a view to see 
that stamps of the proper value have been affixed and 
properly defaced 

296. There are, however, several heads under which 
revenue is leceived in cash These are receipts from other 
Postal and Telegraph Admiuistiations m settlement of mes- 
sage account, rents foi wiies and instruments leased to 
Eailways and canals, rents and royalties for telephones, 
recoveries from Guarantors and Trunk Call fees in the 
Telegraph Depaitment. 

297 Apart from Money Order and Savings Bank transac- 
tions, the following special duties arc undertaken by Audit in 
connection n ith Post and Telegraph Accounts. 

Telegrajili Department — 

(a) Dues on the ^ Settlement Account ’ with other 
Telegraph Administrations for traffic exchanged 
are calculated in the Telegraph Check Office. 
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(5) ^he Telegiaph Department constructs and main- > 
tains all the telegraph lines and nuies which run 
alongside the railway lines and canals The 
wires necessary for the railways for their own 
adniiDistiative telegraph system aie leased to 
them, and rents aie recoveied fiom them at a 
fixed annual rate pei mile of wire, Instruments 
foi use of Railway and canal offices aie also 
supplied by the Telegraph Department on pay- 
ment of lents The executive officers supply 
details of the wire mileage and also on account 
of different kinds of instruments sup^ilied to the 
Audit office which calculates the rent and 
aiianges for the recoveiy of the Revenue by hook 
ti an sfei with Railway and Civil i\udit officers 
concerned 

(<?) Telegiaph offices arc also opened at the instance of 
a local Government or Administration, Indian 
State or iinvate person or a body of private 
peisons, on an annual guaiantee to piotect the 
Depaitment against Joss for woiking and 
maintaining them. BiUs aie pi epaied annually 
by the Audit office on data furnished by the 
executive and ad 3 usted by book tiansfer or 
recoveiy in cash as the case may be 

(d) Payment for telegiams is made neaily always by 
. stamps, and the same kind of stamps is affixed 
both to telegiams and to letters The stamps are 
issued from treasuries as postal stamps and it is 
impossible to maintain an accuiate account of the 
use ol such stamps foi postal and foi telegiaph 
work respectively Thus Revenue obtained from 
the sale of such stamps is ci edited, in the first 
place, to the Postal Depaitment and, iii oidei to 
work out the amount of Stamp Revenue uhich 
ought to be tiansfeired from the accounts of the 
Postal to those of the Telegraph Department in 
respect of such stamps, the Check Office estimates 
the Message Revenue for the year from an actual 
count of the value of the messages despatched 

M a 
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for two selected weeks as indicated by the stamps 
affixed to them. 

(e) Telephone systems are expanding lapidly and in 
Older to work out the financial result of each 
telephone system or tiunk line, a detailed Piofit 
and Loss Account is maintained in the Telegiaph 
Audit office The receipts, on account of tele- 
phone rents and Tiunk call fees, are also checked 
by the Audit office 

(/) I'he audit and account of the leceipts and expen- 
diture of the Indo-Euiopcan Telegraph Depart- 
ment which IS under the adniinistiative contiol 
of the Director-in-chief, India Office, London, 
acting under oiders of the Secretaiy of State for 
India ill Council, aie also dealt with by the 
Telegrajih Audit office 

{g) The audit of accounts of the Store Department and 
woikshops, IS also dealt with by the Telegraph 
Audit office. 

{h) The audit and account of Dadio offices and expendi- 
ture in connection ivith wireless telegraphs are 
dealt with by the Traffic and Engmeeiing Audit 
offices. 

JPostal Dejpaitment — 

(«) Receipts on account of premia for Postal Life 
Insurance Policies are checked in a special 
branch of the central office under the Account- 
ant-Greneral, Posts and Telegraphs Audit is 
responsible for seeing that policies aie issued 
strictly accoiding to rules, that lates for premia 
aie fixed in accordance with Goyeinment orders 
and aie regularly lecovered, that the rules 
governing lapses are followed and that final 
claims aie fully audited before payment. 

{!)) The Post and Telegraph Audit offices undertake 
a test audit of service books. In Civil offices 
the executive officers aie responsible for the up- 
keep of the service books of their subordinates 
and certify on bills that leave has been granted 
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strictly aocoiclin^ to rules and noted in the 
sei’Yice books In the Posts and Telegraphs 
Depaitment, however, the audit of service books 
forms pait of the duty of Audit Officers during, 
and they are examined at the time of, inspec- 
tions 

298. Moneif Order Trans^choyis — In the Cash Accounts 
received fiom head post offices Money Order transactions are 
entered in lump under special debt heads, the figures relating 
to payments being classified according to the month of 
issue They aie accounted for in detail in the Audit office 
undei a special proceduie Audit consists in seeing that for 
every money oider paid there is a coi responding credit at 
some office of issue, and that there aie no excess or double 
payments Every head office sends periodically an Issue 
List in which the money oiders issued Toy it and the commis- 
sion received are entered in detail The commission entries 
are fully checked in audit Paid Lists are also submitted 
periodically in which all payments made are entered and 
sup polled by loayees’ receipts 

299 The enormous number of Money- Uider transac- 
tions lenders it necessary to divide the vouchers into suitable 
comxoaitments, for facility of audit, and to enable the balances 
outstanding to be verified with some degree of certainty 
This IS secured by regarding each month’s issues as a separate 
unit The payments, too, made in any month are separated 
according to the month of issue, and so separate Paid Lists 
are received according to months of issue for the payments 
of the month There are thus twelve separate receipt and 
jiayment lieads in the ledgers, and the credits on account of 
money orders issued in one month in a given circle form 
a distinct compartment in the accounts, and the payments or 
debits are classified against it The balances of each month’s 
issues are thus arrived at The work may be said to have 
been satisfactorily performed when the particular money 
orders composing this balance can be identified 

300 The vouchers received with each Paid List are sorted 
and arranged according to the office of issue and serial num- 
ber, and then debit checking is undertaken. This consists in 
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marking o£F, in Issue List, every money order for uhicli 
a receipt of payment is a’^^ailable. After the payments for 
thiee months liave been thus debit-checked against the Issue 
List of any month, the outstanding unpaid items are extract- 
ed. The totals of these items, if the work were done accu- 
lately, should agree with the balance on the books for that 
month In practice, however, there are always differences 
which are usually due to misclassification of money orders 
against months or circles of issue, or to errors in totalling. 
Steps are taken to secuie a furthei agreement, and any differ- 
ences that continue after a yeai are 'written off with the 
sanction of Government A large stiff was formerly em- 
ployed f or the 1 econciliation of the diffei ences in the balances, 
but as the cost of the establishment was considerable and as 
the reconciliation was never complete, this procedure has 
been stopped The unexplained differences are small when 
compared with the volume of money order transactions, and 
are now written off 

301 A money order remains curient for the month in 
which it is issued and foi the following month ; thereafter 
it becomes what is technically called “void” and its value 
debited agamst its issue by per cordra ci edit to the head 
“ void money ordeis ” It can be re-issued foi payment to 
the party concerned under the authority of the Audit office. 
The value lapses to Government if it lemams unclaimed for 
3 official years 

302. Money ordeis are also exchanged with foreign 
countiies and many Indian States through certain specified 
Head Post Offices known as offices of Exchange and their 
accounts adjusted by the several postal Audit offices. 

303 Savings J3anh Transactions — The transactions of 
Savings Bank like those in lespect of money orders are 
entered in the Cash Account under a debt head and 
accounted for by a special procedure The transactions are 
very numerous, there being more than a million and a half 
depositors with an aggiegate balance of about twenty- three 
ciores of rupees. Audit offices maintain personal ledgers in 
respect of each depositor in which all deposits and withdrawals 
aie posted, and head office ledgers, in which the monthly trans- 
actions of the head office aie enteied in lump. These 
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ledgers are in addition to tlie ledgers kept in the Head Post 
Office. To ensure the accuiacy of the posting of the 
personal ledgers, monthly Ledger Abstracts are compiled 
fiom the personal ledgers of the month’s deposits and 
withdrawals, and the totals aie agreed with the figures 
shown in the accounts and wuth those shown in the Head 
Office Ledgers 

304i. The Journals of Savings Bank transactions received 
from the Post offices are checked to see that the details woik 
up to the totals entered in the monthly accounts, that all 
withdrawals are supported by receipts and are in accordance 
with the rules governing withdrawals from the several classes 
of Savings Bank accounts and that transfers of accounts 
from one head office to another are duly accounted for. 

306 A statement of interest and closing balances on the 
31st March is prepared annually from the personal ledgers 
of each head office Differences are reconciled by means 
of the compilations made for the monthly Ledger Abstracts. 
Tire unit of work is a volume of the personal ledgers, 
and the difference is traced into a particular volume and 
then the entries reviewed in detail This work of annual 
agreement is of gieat importance as it secures the correct- 
ness of the accounts of individual depositors, 

306 Cash Cerkfioate tra/iisachons — The transactions 
relating to cash certificates are entered in the cash account 
under a separate head and accounted for by a special pro- 
cedure The Audit office maintains issue registers by 
denominations in respect of each head office in which the 
serial numbers of all cash certificates issued and discharged 
by that office and by the sub-offices under it are posted It 
also issues acknowledgments for cash certificates kept in the 
Accountant General’s safe custody which are posted in the 
Begister of Acknowledgments issued. The total postings 
and discharges as entered in these two registers are compiled 
in monthly proof sheets and the figures agreed with those 
shown in the head office balance sheet in which the monthly 
transactions of head offices are entered in lump 

307 Audit consists m seeing that the details of the lists 
of cash certificates issued and discharged received weekly 
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from each liead office work tip to the totals entered in the 
monthly cash accounts, that all discharges are supported by 
Touchers, that the amount payable on discharge has been 
coriectly calculated with reference to the dale of issue and 
that the cash certificates are outstanding in the issue 
legisteis 

308. The balances of cash certificates issued but remain- 
ing undischarged on the 3 1st Mai ch of each year as per 
balance sheet for each head office are veiified wilh^ the 
actual outstandings in the issue and safe custody registers 
and all differences reconciled. 

309. Trojif and Zoss Account — ^The Post Office and 
Telegraphs being ^w^s^-commercial depai tments, the financial 
results of then working are reviewed in a Piofit and Loss 
Account Por this purpose account is taken, not only of the 
leceipts and disbursements included in the accounts, but also 
of other pro Jormd debits and credits in resjiect of services 
rendered without a money equivalent Por instance, some 
pro forma credits are those on account of the value of 
messages transmitted free of charge in the Telegraph Pepait- 
ment and of free services rendered to Indian States by the 
Post Office. Some forma debits are the cost of the de- 
partmental pensions and gratuities which arc finally charged 
in the Civil Depai tment. 

310. The expenditure of the Post Office and the Tele- 
graph Department is allocated between Capital and Pevenue 
and a block capital account is separately maintained which 
shows the total amount invested in eacii Department A 
chaige for interest is debited against Eevenue and the 
surplus of receipts over charges shows the net profit earned 
by each Department. 
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APPENDIX A 

[Referred to in paragraph 69,] 

PART I. 


Schedule of demands for grants fo'i expenditure of the 
Central Government for the year 1922-2S submitted for 
the vote of the Legislative Assembly. 


Number 

of 

demand 

[ Service, Administration or Ai ea to 
wliicli relates 


’ 

Head of Account 

Amount 


« 

A — JUxpendituie fiom Eenemie 

i " 


Rs 

1 

Customs , . • 

Customs . . 

64,02,000 

2 

Taxes on Income . . 

Taxes on Income 

44,80,000 

3 

Salt . • 

|.Salt . 

1,34,61,000 

4 

Opium ... 

Opium 

1,86,32,000 

5 

Land Re^ enue . 

! Land Rei enue 

1,56,000 

6 

Stamps . . 

Stamps . 

12,45,000 

7 

Forests . . 

Foiests 

7,41,000 

8 

i 

Railways (inclusive of Woiking 
Expenses and pajunent of Suiplus 
Profits to Railway Companies) 

State Railways, Sub- 
sidised Companies, 
Miscellaneous Railway 
Expendituie 

73,92,79,000 

9 

! 

Irrigation (including Working Ex 
ponses) Navigation, Embankment 
and Drainage Works 

Works for which capital 
accounts are kept. Mis 
cellaneous Iviigatioii 
Expenditure, Construc- 
tion of Irrigation, otc , 
woiks 

14,32,000 

10 

11 

Indian Postil and Telegiapli Depart- 
ment (including Working Expen- 
ses) 

j 

Indo-European Telegraph Depart- 
ment (including Woiking Expen- 
ses) 

1 

! 

[-Posts and Telcgiaphs 

9,46,63,000 

16,40,000 

12 

Inteiest on miscellaneous obligations 

Inteiest on other obliga- 
tions 

3,23,63,000 
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Schedule of demands for grants for expenditure of the 
Central Government for the year 1922-B3 submitted for 
the vote of the Legislative Assembly —Gonid. 


Number 

of 

demand 

SeiMCC, Administration or Area to 
which relates 

Head of Account 

Amount 


A — ExpcndxtMe pom Eevtnue — 
contd 



Rs 

13 

General Administration . 

General Administration 

76,77000 

14 

Audit . • . . 

Audit 

• 

72,19,000 

15 

Police . . . . > 

Police 

• 

8,000 

16 

Ports and Pilotage . . • 

Ports and Pilotage 

12,47,000 

17 

Snr\ey of India . 

Scientific Departments 

27,09,000 

18 

Meteorology . . . 

* 

f> » 

• 

5,83,000 

19 

Geological Sum oy . . 



2,20,000 

20 

Botanical Sun ey . . . , 

>} >9 


26,86,000 

21 

Zoological Sur\ey . . 

99 99 


1,41,000 

22 

Archroologj .... 

» 99 


14,72,000 

23 

Mines . . 

99 99 


98,000 

24 

Othei Scientific Departments . 

99 99 

% 

3,57,000 

25 

Education . , , 

Education . 


3,01,000 

28 

Medical Services , 

hlcdical 

• 

7,79,000 

27 

Public Health 

Public Health 

• • 

9,59,000 

28 

Agriculture , 

Agriculture 

• 

7,73,000 

29 

Ci\il Veterinary Sen ices . 

99 

• • 

6,38,000 

30 

Industries • . 

Industries . 

• 

1,40,000 

31 

Aviation . . 

Aviation . 

• • 

37,000 

32 

Commercial Intelligence . 

Miscellaneous 

ments 

Depart- 

3,84,000 

33 

Census . . . 

Miscellaneous 

ment^j 

Depart- 

3,47,000 

3iA 

Emigration — Inteinal . . . 

Miscellaneous 

ments 

Depart- 

1,12,000 

34B 

„ External . 

Miscellaneous 

monts 

Depait- 

22,000 
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Schedule of demands for grants for experditure of the 
Central Government for the year 1922-23 submitted for 
the Dote of the Legislative Assembly — oorddL 


Service, Administration or Area to 

demand 


Head of Account 



J — JSxpendxtuie from Revenue — 
contd 


35 Joint-Stock Companies 


38 MisrcUaneous Departments 


. Miscellaneous Depart- 1,11,000 

ments 

„ 12,59,000 


37 Currency . . . 

38 !SImt 

39 Excliango . 

■iO C'liil Works (under the control of 
tlic Public Works Department) 

■(il Ciiil Works — Cnil . 

42 Supoiannuafion Allowances and 

Pensions 

43 Stationery and Printing 

4(4 Miscellaneous . • 

45 Adjustments with proi incial Qoiern- 
moiits I 


46 North West Frontier . 

47 Baluchistan 

a 8 Delhi . 

41 Coorg , 

50 Ajmer and Merwara 
61 Andamans and Nicohar Islands 


Currency . 


Exchange 


Cnil Works 


Superannuation Allow 
nncos ard Pensions 

Stationery and Printing 

Miscellaneous . 

Miscellanrous Adjust- 
ings between Central 
and Pioiincial Govern- 
ments 


I Distributed over res- 
pectiv e beads of 
J- Account 


30.36.000 

19.64.000 

9.96.50.000 

1.80.10.000 


44,000 


20.73.000 

67.34.000 

12.96.000 


63.29.000 

1,16,40,000 

26.81.000 

30.41.000 

12.62.000 
15,11,000 


62,39,000 


62 Eajputana 

53 Central India 

54 Hydeiabad 


5,03,CO0 

6.73.000 

1.97.000 
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Schedule of demands for grants for expenditure of the 
Central Government for the year 1922-28 siibmitted for 
the vote of the Legislative Assembly— 


Niimber 

of 

demand 

Sefvice, Admimstralion or Area to 
■v^hicli relates 

Head of Account 

Amount 


A — Expendduie fiom Eevenue — 
contd 


Es. 

55 

56 

Bangalore . . . ' 

Expenditure in England— Secretary 
of State foi India 

Distiibuted ovei res- 
pect i\e heads of 
■ Account 

13,79,000 

33,26,000' 

67 

Expenditnie in Englaad -High Com 
misBionei for India 

J 

64,06,000 

' 

Interest on Debt ard Sinking Funds 

1 

Interest on Debt and 
Sinking Pnndfi. 


Non , 
\oted ’ 

Fcclesiastical 

Political . 

Ecclesiastical 

Political , 



Teiritorial and Political Pensions 

Tenitorial and Political 
Pensions 



Totai 


1,13,95,17,000 


B — Expendxtn) e changed to Capi- 
tal 



58 

Eailn ays 

Construction of State 
Rnihvays 

29,97,53,000 

59 

Irrigation 

Construction of Iiiiga- 
tion Woiks 

2,69,000 

60 

Telegraphs 

Capital Outlay on lele- 
ginplis 

l,4,'i,00,000 

61 

Neil Capital at Delhi 

Initial Expenditure on 
Nen Capital at Delhi 

1,96,65,000 


ToTAn 


83,41,87,000 


C — Bishii sements of Loans and 
Advances 



62 

Interest free adiances 


12,06,37,000 

63 

Loans and advances hearing mtciest 


6,73,59,000 


Totai. 


18,79,93,000 

■ II 11 1 1 

GRAND TOTAL 

1 

1 64,17,00,000 
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APPENDIX 



PuWic Health . . 1,35,898 26,000 2,04,C00 23,000 1,03 000 31,000 2,01,000 

Agrjcnlture . . . 96,590 . . 1,18,000 1,14,000 1,29,000 

Miscellaneous Departments 30,612 34,000 45,000 .. 21,000 

Currency . 46,352 2,000 5,000 3,000 
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INDEX. 


Paragraph. 

A 

Absentee Statement . • 152 

Abstract- 

Classified . . . 13* 139* 141 


Consolidated . . . 

Primary . • 

13 

141 

Accountant-General 

134 

Accountant-General for 
Railwa y s 

135 

an ciiginal Audit Officer • 

137 

Aceountant-Geneia’, Posts 
and Telegraphs. 

136 

Accounts- 

— Ofliccs . • « 

Fin lucc and Revenue < « 

134 

13 

Adjustments between 

Capital and Beveaue. 

91,98, 97, 
291, 292 

Administrative approval . 

207 

Advance— Permanent . 

198 

Allocation to Capital and 
Eevenue. 

Chap 9 

Allowances— 

Compensatory . 

Daily . . . 

Mileage . , 

Officiating 

Travelling , . . 

See also Pay 

162 
1186 
186 
159 
Chap 17 

“ Appointed by or with the 
appioval of the Secretary of 
State in Council,” Interpretation 
of tbe words. 

58 

A ppropriatiou— 

Audit against . 

Audit ot . . . , 

Meaning of . . • 

Units of . • . , 

. Chap 6 
.67 
57 
62 


Apprepriation Beport 1 71, 72* 75 
Audit— 

againsb appropimlion . . Chap, 6 
against sanction . . . Chap 5 


Audit— 

Commercial 

Qoveinment 


. 7 - 


Kominal . . . > 

of appropiiations and re-ajipro- 
priations 

of contingent expenditure , 
of expenditure against grants 
and appropriations, 
of grants . . , . 

of pay bills 

of Railway Recoipfs and Ex- 
penditure 

of stores « . . 


Paragrapli, 

5 

-14, 131— 
142 

153 

67 

Chap. 19 
67 

67 

145 et seq 
Chap 21 


of tiavilliug allowance bills 
of pensions , . . 

of receipts , 

of sanctions to expendituio 
of works expenditnie . 
Purpose of . . . 

Result of — by Government 
Results of — , bow lepoited 
Sectional • • . 

Spuit of . , . 

Structure of — offices . 


. 216, Chap . 
22 

. 178, 182 

187 et seq 
, Chap. 3 
117 
210-213 
1—4*14*116 
. 14 

68 

. 163 

. Chap 11 
. Chap 13 


Audit Department— Its le- 
lations with tbe Finance Depart- 
ment 

See Finance Department. 

Audit Department— lo see 
how e\ccutive officers discliaxge 
then financial responsibilities 

Audit and Appropriation 
Keports . . 

Audit Instructions 


28 


Chap 7 

128, 129, 
130 


Audit Eeport "i . . 68—70, 

73—76 

Audit Eesolution .13, 45—50, 

101, ioai_, 

4 Udltor — Origin of the word • 2 

Auditor General— 

Admimstralii 0 head under the 132 

Goieinment of India, of tbe 
Indian Audit Department. 

Final audit authority m India . 132, 138 


H 
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INDEX, 


Pnrngmpli. 


B 

Balance slieGt ... 5, 13 

Balance Coaching . . 261, 262 

Bills- 

Cld'-sos of . . 144 

Pas-jfigo o£~tlirongli Audit oflicca 139, 141, 
concerned 142 

See also Ttiy 

Book rate— Momuig of . . 280 

B O r rowi ng— Local Qoiciu 00,128 

menl’s power- 

Bud got grant. Audit 225 

against— on nulwnys 

Sec also Approjiimtion 

Budget provision, and 51 

voting 01 grants 


C 


Paragraph 

Classification of officers 185 

for the purpose of travel- 
ling allowance 

Collector — Audit duties of . 170 

Commercial Audit— 

Companion of procedure m — 
with procedure m Goicrmncnt 
Audit .... 12, 13 

Object of ... . 3 

Procedure in . . . , 5—6 

Compensatory allowances 162 

Completion Eoport 208,200 

Coraplotion Statomont . 208, 209 

Conduct Buies— Is-uc of . 128 


Consti ucti./n— Jl'i ciiditm eon 
lluilwaj . . . 221—232 

Conlingcncios — 

ClTisifit ition of . . . 106 

Imporlnucc of audit of . 203 

Contingent Expenditure . Chap 10 


Canons of financial pro- 102—107 
priety 


Capital and Revenue— 

Dibtinction between . . 88 

Principles applicable to — 

Goicrninont commercial nuder* 95 

tabings 

Irrigation Projects . 97 

Posts and Iclegrapb Popart- 96 

inent. 

Quasi-commcrcial projects . 9 8 

Rules for allocation on railways 88 — 94. 

201, 202 

Cash hook . . • .5, 13, 142 

Cash Account ... 31 

Chech, of ... 32 

Cash certificates . . . 306—308 

Central subjects ... 44, 50 


Controlling Ofiicor— Punc- 
tion of , . . * 27, 179 

As regards chcik of dislaiiciB 180 — 181 

As regards contingent o\jic>ndi 
lure . . . 200-202 

As regards cstraingiint expendi- 
ture . » . 105, 106 

Conveyanco allowance 186 

Corrospondonco . . 143 

Countersigning Offloero— 

{See under Contrelling Oiheer ) . 

Credit in aooounts— Funtlion 
of Audit . . . 20 


D 

Daily allowance . . . 186 


Civil Audit Offices — Distribn- Delegations 

tion of work in . . . 139,140 


Civil Account 
Code 

Civil Service 
Regulations 


Treatmout 
undci the 
Reforms 


12® Demands— 

for giants, bow niado 
Meaning and nature of 


41, 42,45, 
46,48(4), 
60, 56, 

81 

50, 60 
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Departments of Govern- 
ment of India— 

Delegation of powers to . 

Poweis of reappiopriation by ’ 

Paiagiapb 

55 
64, 65 

Deposits . 

18 

Deputy Accountant 

General- 

Powers of — in legard to petty 
objections 

116 

Deputy Auditor General 

13, 138 

Devolution Rules— I«sue of . 

128 

Dicksee — Tieatise on audit 1 

, 5, 14, 88 

Distances— Check of 

180 

Discipline and Conduct 
Rules — Issue of . 

128 
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Audit of 1 . 

264—266 
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Duties of . 

214 
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215 
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Description of 

Estimate— 

Tiepantioii of — 

Project 
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Value of 

• 
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A-Utbority for sanction of funds 
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87, 206 
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56 
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101 
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.156 et seq 
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Verification of 
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• 

31 

32 

Chap 4 

Interpretation of 
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150 
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Mileage allowance 
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186 
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9, 132 
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46 


Paragrajjh 
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143 
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158 
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233 et seq 
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Pay— 

Definition of . • • 

Pay bills of Gazetted OtGcers 
and their audit . 

„ „ „ EBtablishment 

and their audit 
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157 
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153 

154, 155 

Pay of Officiating Govern- 
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159. 

Pay of Government ser 
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161 

Pay sbps .... 

147 

Pensions «... 

Audit of . . 

Authority for . , 

Incidence and adjustment 
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Chap IS 
194 

192 
190, 191 

193 

Pension Eules — Issue of 

64 

Permanent Advance • 

198. 

Permanent monthtly allow* 
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116 
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of — Department 

Chap 23 
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Passage of bills through . 

136 

141 

Pre-audit 

139, 141 

Profit and Loss Account 
in Post and Telegraph 
Department 

Not maintained for Worhshops . 

309, 310 
240 

Provisionally substantive 
posts .... 

160 

Public Accounts Com- 
mittee — Its fnnctioiis . 

73 

Public purpose of Audit 

101 et seq 

Public Works Depart- 
ment- 

Audit of worls expenditure in , 
Check of work done hy 
Correspondence with 

Distribution of Audit m . 

Chap. 20 
27 
143 
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Public W orks D opartment 
Code (old)— 

Treatment under the Eeforms . 

129 

Purpose of Audit 

1, 2 
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Purpose of Commercial 
Audit 

3 
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ments of Government 

86, 309 
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Bail and steamer fares 

186 

Railway Audit Offices 

Passage of hills through . . 

135 
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Railways— 

" Audit work on ... 

Capital and Rei eime Accounts of 

Classification of . . . 
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135 
91-94, 
291, 292 
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Paragraph 
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